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Old Hall, Lincoln’s Inn, W.C.2, 

Tuesday, 11th May, 1920. 

Terms of Reference : — 

“ The Minister having determined that a complete revision of the rates, fares, dues, tolls 
and other charges on the railways of the United Kingdom is necessary, the Committee are 
desired to advise and report at the earliest practicable date as to: — 

“ (1) The principles which should govern the fixing of tolls, rates and charges for the 
carriage of merchandise by freight and passenger train and for other services. 

“ (2) The classification of merchandise traffic, and the particular rates, charges and 
tolls to he charged thereon and for the services rendered by the Railways. 

(3) The rates and charges to be charged for parcels, perishable merchandise and other 
traffic conveyed by passenger train, or similar service, including special services 
in connection with such traffic.” 
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Present : — 

IP GORE- BROWNE, Esq., K.C. {Chairman'). 
Sir WALTER W. BERRY, K.B.E. 

W. J. DAVIS, Esq., C.H. 

W. A. JEPSON, Esq. 

L. A. MARTIN, Esq. 

W. M. AC WORTH, Esq. 

S. J. PAGE, Esq. {Secretary). 



NINETEENTH DAY. 



for the Chamber of Shipping of the United King- 
dom and Liverpool Steamship Owners’ Association, 

MR. F. G. THOMAS (instructed by Messrs. 
Francis <fc Calder) appeared for the Association of 
British Chambers of Commerce. 

MR. W. A. WARDLEY (instructed by Messrs. 
Adler & Perowne) appeared for the Association of 
Railways. 

MR. EDWIN CLEMENTS also appeared for the 
Mansion House Association on Railway and Canal 
Traffic and the Timber Trade Federation of the 
United Kingdom. 

MR. JACQUES ABADY (instructed by Messrs. 
White and Leonard) appeared for the Federated 
Home-Grown Timber Merchants’ Associations. 

MR. F. D. MORTON (instructed by Messrs. Bower, 
Cotton and Bower) appeared for the London Central 
Markets’ Association. 

Mr. ARTHUR MOON (instructed by Mr. Bernard 
Wicks, agent for Mr. H. A. Sanders, Chesterfield) 
appeared for the Association of Smaller Railway 
Companies. 

MR. S. E. MAOASSEY (instructed by Messrs. 
Vizard, Oldham, Crowder and Cash) appeared also 
for the British Dye Stuffs Corporation. 



Sib William Plendeb, recalled. 

Examination continued by Mb.. Barrington Ward. 

List — British Funds section ; and in the columns are 
given the names of the securities ; the rate per cent, 
on nominal amount; the middle price on the 30th 
September, 1920 ; and then the yield per cent, on 
market price. — Yes. 

6600. And you have worked out the average yield 
of the securities there mentioned, and that shows 
£5 12s. 8d. P — £5 12s. 8d. per cent. 



6598. Mr. Barrington Ward-. I think the tribunal 
were anxious to have some information, which infor- 
mation you have now provided in the form of three 
tables marked “ W.P. 4.” Would you mind having 
those put in? — Yes. ( See Appendix.) 

6599. To get it on the Notes I will indicate what 
they purport to show. The first sheet shows Govern- 
ment securities. From Stock Exchange Daily Official 



MR,. J. H. BALFOUR BROWNE, K.C., appeared 
for The Federation of British Industries. 

MR,. S. E. MACASSEY (instructed by Messrs. 
Vizard, Oldham, Crowder and Cash) also appeared 
for the Federation of British Industries. 

SIR JOHN SIMON, K.C., SIR LYNDEN 
MACASSEY, K.C., MR. BARRINGTON WARD, 
K.C., MR. BRUCE THOMAS, and MR. MAURICE 
ALEXANDER, C.M.G., appeared for the Railway 
/ Companies’ Association. 

MR. EUSTACE HILLS, K.C., and MR. ARTHUR 
MOON appeared for the North Loudon Railway. 

MR. ROWLAND WHITEHEAD, K.C., and MR. 
G. W. BAILEY appeared for the St. Helens and 
Widnes Manufacturers and Traders. 

MR. ROWLAND WHITEHEAD, K.C., MR. 
EDWIN CLEMENTS and the HON. REGINALD 
COKE, D.S.O., appeared for the Iron and Steel 
4 Federation. 

MR., G. H. HEAD appeared for the Livestock 
Traders’ Association (instructed by Messrs. Maxwell, 
Brownjohn & Co.). 

MR. JACQUES ABADY (instructed by Sir 
Thomas Ratcliffe-EUis) appeared for the Mining 
Association of Great Britain. 

SIR ROBERT ASKE (instructed by Messrs. Bot- 
terell & Roche and Hill Dickinson & Co.) appeared 
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6601. Would you make any observations you desire 
on that first table? — That is the average yield on the 
market price at the 30th September, 1920, on very 
high-class Government securities. I think the table 
explains itself. 

6602. Chairman: And the rate of interest would 
be a little higher if you had allowed for the premium 
on redemption? — Yes. 

6603. Which no doubt every banker and insurance 
company and careful investor takes into account? — 
Yes. 

6604. Mr. Barrington Ward : I think the next table 
gives the like information with regard to Corporation 
and County Stocks? — Yes. 

6605. The average -yield on the market price there 
is £5 16s. 9d. ? — That is right. 

6606. The third table is headed, “ Railway Prices, 
Dividends and Returns in respect of the year 1913 
and present time? ” — Yes. 



6607. In the first column the name of the security 

is given — some of the principal railway stocks ; in the 
next column is given the market price both in 
1913 ? — The highest and lowest. 

6608. Yes. Both in 1913 and at the 29tli September. 
1920. And then you work out the rate of interest for 



both dividends— 1913 and 1919— and then the rate of 
yield on the market price ; on 1913 mean price, and on 
the 29th September, 1920? — Yes. 

6609. I think that table also explains itself. 
The conclusion is this, that the average yield on the 
market prices of the above seven companies is: De- 
benture Stock, 1913, £3 18s. Id. per cent., and in 
1920, £6 2s. 3d. per cent.? — Yes. 

6610. Preference Stock, 1913, £4 Is. per cent. ■ in 
1920, £7 Is. Id. per cent. ? — Yes. 



6611. Then on the Ordinary Stock in 1913 
£5 5s. lOd. ; and in 1920, £9 10s. 3d.?— Yes, that is so! 

6612. Chairman : That is just what I wanted, and I 
think it will be valuable and of assistance to us in 
realising the respective values of the different classes 
of security. We will call pages 1 and 2 the best 
gilt-edged? — Yes. 



6613. Mr. Barrington Ward : Will you look at the 
last paragraph on page 9 of your proof?— May I 
point out that by increasing the net- revenue return 
on capital expenditure from 4.15 per cent., which was 
the 1913 figure, to 5 per cent., as was put forward 
yesterday, a sum, as mentioned by the Chairman, of 
about £10,000,000 additional net revenue would be 
obtained. This increase of £10,000,000 represents as 
nearly as possible 8 per cent, on the gross revenue for 
1913— that is, passengers and goods — but the gross 
revenue of the railways, as shown in Appendix D, 
Od. 815, issued by the Ministry of Transport on the 
7th of July, 1920, the percentage which would require 
to be added to the estimate of railway earnings set 
out in that Paper— namely, £241,000,000 railwav 
receipts, would be approximately 4 per cent. 

. 6.614- Chairman : As I understand that statement 
it is this: Supposing £10,000,000 additional is to be 
found to produce the 5 per cent, of which we have 
been tailing about, if that had been found in the 
year 1913 it would have meant an increase of 8 per 
cent, on the gross revenue of the railways ?— That is 
right. 



6615. Rut having regard to the figures which we 
now have for the gross revenue of the railways in 
1920, it would be only an increase of 4 per cent, on 
the gross revenue? — Yes. 

6616. The reason being that the gross revenue of 
the railways is now double what it was in 1913 and 
the gross expenditure has also increased to a large 
extent? — Yes. 



6617. Mr. Barrington Ward: How 'does that com- 
pare with the additional percentage granted to 
a hour P As far as I can recall, the wages have gone 

np about three times. 

6618. This addition is only 4 per oent. in the present 
year? — Yes. 



6619. Is it possible to say what the exact effect 
would be on the separate revenues of the individual 
companies, or of the groups, if .you have no knowledge 
of the actual traffics of each company or group after 
the control has ceased? — It would be quite impossible 
to say what the effect would be on any individual 
railway. The rates, if accurately calculated, would 
give, as a. whole, the proper return on the capital 
of the railways of Great Britain considered as a 
whole; and in that connexion I may quote the words 
of the Minister in his outline of proposals as to the 
future organisation of transport. I refer to Cd. 787, 
published on June 30, page 3. He says: “ The rates 
would secure financial equilibrium to the railways of 
Great Britain as a whole.” The Minister also goes on 
to anticipate that it will also secure an approximate- 
equilibrium within each of the proposed groups. 
Whether that is possible or probable I do not know.' 
May I add that it does not seem that any statement 
of general principles governing the fixing of railway 
rates in the future can be adequate which does not 
clearly define how any one of the proposed new 
groups is to secure a fair return on the capital of 
that group. Traffic must presumably be carried at 
the same rate in each group. That is to say, for 
example, 'between Sheffield and London, which is 
common to two groups, industrial traffic generally 
must be carried as far as possible at uniform rates ; 
otherwise trade might remove itself from one group 
to another. 

6620. Chairman: We have, however, the fact that 
at present the merchandise rates are not the same on 
different railways? — That is so. 

6621. I think everybody thinks it would be desir- 
able that they should be the same upon all railways 
iu future; but do you think that is possible and 
maintaining the proper financial position for each 
railway? — There would have to be a great deal of 
adjustment as between the various groups in order 
that, if they were standard rates, financial 
equilibrium could be secured iu each group. 

6622. it seems to me that it is one of the greatest 
difficulties we have to face; that if a satisfactory 
scale of rates were fixed for the whole country it 
might be unsatisfactory in one or more cases for a 
particular railway? — That is a difficulty which will 
have to be considered and overcome if financial 
equilibrium is to be preserved. There may have to 
be lopping off in one case. 

6623. Lopping off of what? — Lines, perhaps, which 
penetrate into other people’s territories. For 
instance, Group A might have to abandon certain 
traffic in the grouping system, and lines which 
belonged, say, to Group A might, to some extent, go 
into Group B. In that case Group A would have to 
be compensated in some other way ; because this is a 
geographical grouping to a large extent. 

6624. That is not quite the point that was causing 
me the trouble. Take, for instance, a coal rate. — Yes. 

6625. It might be quite satisfactory to the com- 
panies which are dealing largely in coal? — Yes. 

6626. It might be unsatisfactory to the companies 
which have very little coal traffic? — Yes. 

6627. Then, of course, there are other traffics in 
which the coal companies do not participate much 
and in which the other companies do participate? — 
Yes. 

6628. Now, a rate which would be a desirable rate 
for the country as a whole might not produce 'suf- 
ficient reveneuc for a particular railway? — I think 
that is very likely. 

6629. Have you any suggestion to make as to how 
compensation could be given to a railway which was 
suffering ? That is really a matter for the Ministry 
of Transport, and I do not feel that I can usefully 
make any suggestion for the Committee in that 
respect . 

6630. Thank you. But it does occur to me as a very 
gi eat difficulty. Possibly it is not the business of this 
Committee, but, being anxious to see the question as 
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a whole, if you had had a suggestion I should have 
been glad to hear it.— One thing is quite clear in my 
mind, that there will have to be some compensations 
given to groups, in order to secure financial 
equilibrium, who may lose traffic which was remunera- 
tive, that which might pass to another group. But 
how that is going to be done I do not find any indica- 
tion in the White Paper. 

6631. Are the railway companies, Mr. Barrington 
Ward, going to deal with that question at some time 
as a separate question? \ on see what is in my mind. 
Traders have recommended, and we have viewed with 
great sympathy, the suggestion that there should be 
uniform rates throughout the country, so that if a 
trader ascertained that the distance from his station 
to the station to which he wished to send was so many 
miles, he would know exactly what his rate was. I 
say we have great symppathy with that. I want to 
know whether it is possible where, for instance, you 
are dealing with the North Eastern and the Great 
Eastern — one being mainly a mineral line and the 
other being mainly an agricultural line— could the 
rates be the same in both cases? 

Mr. Harrington Ward : Of course it is obvious that 
that suggestion must be carefully considered by the 
i ailway companies ; and we all feel that some means 
must be found of meeting that situation. 

Chairman : It is a very difficult and serious one. 

Mr. Barrington Ward : Yes. 

Chart man : And 1 hoped we would have help from 
you upon it. 

Mr. Barrington Ward : Attention shall be paid to 
what you have said: and in the course of the general 
case which will be opened later a reference will be 
made to it and, I hope, assistance given. 

Mr. -Jepson : It will not do to wait until we come fo 
deal with the question of quantum, if ever we do; we 
might find then that one railway company may say. 
“ This quantum will not bring us in sufficient 
revenue.” _ We have to deal with it on the point of 
general principles without regard to quantum; there- 
fore the railway companies ought to consider whether 
they could readily fall in with a scheme of uniform 
rates without regard to quantum. 

Mr. Barrington Ward : We have a good deal of 
gi ound to cover, and there will be time to pay atten- 
tion to the suggestion put forward. 

Chairman: Time is short, and I hope the railway 
companies are ready. 

Mi . Barrington Ward : We shall be ready to put 
our suggestions fully before you. 

6632. Mr. Ac-worth (to the Witness): Sir William, 
you said you must have the same rate between 
Sheffield and London. You know, for example, that 
where, say, between Paris and the Swiss frontier 
there are two companies in France, they pool the 
traffic and they charge a higher rate on the line they 
do not intend the traffic to go by. You know that is 
done in practice? — Yes. 

6633. How would it strike you as an English prac- 
tice ? — 1 would rather leave the answer to that to the 
railway companies. 

6634. Chairman : Before we leave the matter Sir 
William has been dealing with, have you looked at 
what the effect would be upon any of the individual 
companies of this increase of 8 per cent, on the gross 
revenue of 1913 or 4 per cent, on the gross revenue of 
1920? What is in my mind are the companies who 
are now paying a good dividend; we know that the 
North Western, the North Eastern, and the Great 
Western are paying between 7 per cent, and 8 per 
cent.? — Yes. 

6635. Have you looked to see what the effect of this 
increase would be, assuming that their gross income 
was increased in the same proportion as you have 
estimated that the whole gross income would be in- 
creased?— No, I have not looked into that; I have not 
attempted to discover what the effect of a distribution 
of the £10,000,000 might be on any individual com- 
pany. 

6636. We have the figures for 1913, with exactitude ; 
we could get them approximately for 1919. What 



occurs to me is that a 4 per cent, increase in the gross 
revenue at the present time would make a substantial 
increase in the net revenue, probably of not less than 
10 per cent., and that would all go to the holders of 
ordinary shares in these prosperous companies? Yes. 

6637. And it might produce a figure which, perhaps 
unreasonably, would arouse jealousy in the minds of 
traders? — It is almost impossible to say what the 
effect would be on any individual company, because I 
should think that would mainly depend on the group- 
ing system and. what is evolved out of that groupin°* 
system. 

6638. One could take the 1913 figures and say if the 
gross revenue of, say, the London & North Western 
Company were increased by 8 per cent, the amount 
available for dividend on the ordinary shares would 
have been so much, and that would have enabled them 
to pay a dividend of so much per cent. — and it would 
be a large figure. It would be a high rate of per- 
centage? No doubt the returns to the ordinary 
shareholders would be increased; but I do not know 
that it would follow that it would increase in the pro- 
portion that the sum available in 1913 was increased 
by the proposed £10,000,000. 

6639. Not necessarily; but I think it would prob- 
ably perhaps you will bear this in mind — give a 
very fine dividend on the three railways I have men- 
tioned?— \es; I think it would undoubtedly improve 
the dividend and affect the market value of the 
stock; and that is one reason why it is necessary 
that there should be some improvement in order to 
restore confidence to railway investors generally. 
But 1 would not like to attempt to predict what the 
eirect would bo on any individual company. 

6640. Mr. _ Barrington Ward : Have you had occa- 
sion to consider the grouping scheme which has been 
adopted in the United States?— I have seen the 
United States Transportation Act of 1920 and 1 
may say that Section 407 (4) of that Act states that 
the Commission shall as soon as practicable prepare 
and adopt a plan for the consolidation of the raihvay 
properties of the continental United States into a 
limited number of systems. In the division of such 
railways into such systems under such plan com- 
petition shall be preserved as fully as possible, and 
wherever practicable the existing routes and 
channels of trade and commerce shall be maintained. 

, c “ 1 . trast that method the first paragraph of 
the Ministry of Transport’s grouping scheme pro- 
vides as follows ; It is proposed that the railways of 
Great Britain should be formed into a limited 
number of groups, say five or six for England and 
Wales and one for Scotland. The Irish railways 
natuially fall to be dealt with under the new legisla- 
tion m regard to Ireland. The groups will be deter- 
mined on the basis of operating economy, and all 
direct competition between the groups will, as far 
as possible, be eliminated. Perhaps I might be per- 
mitted to say that if channels of trade are going to 
be altered effects may be produced which cannot at 
present be calculated upon. 

6 m 1 ' * vour ' Vlew must something be doue to 
• f lable individual groups to retain sufficient traffic 
to make them self-supporting ? — That seems to me 
to be quite obvious. 

6642. Mr. Jepson : 1 suppose what you have in 
your mind is this ; Playing in view the railway map 
of Great Britain, there are a good many of those 
lines of which you spoke just now which would 
probably have to be lopped off in any development 

tr f system ’ whicb are very important 
leedeis to the other groups? — Yes, certainly. 

6643. We find the three Greats— the Great Central, 
the Great Northern, and the Great Eastern— with 
their lines running across to Liverpool coming right 
into the other group. If that were lopped off of 
course they would lose the possibility of getting a 
very large share of the West Coast traffic?— Yes- 
that is what I mean when I say that if the railways 
composing that group are deprived of revenue they 
would obviously require some other form of com- 
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pensation. How it is going to be done is a matter 
for the railway companies to arrange with the 
Ministry of Transport. 

6644. Mr. Barrington Ward: In that connection 
does the paragraph at page 3 of Cd. 787, of the 30th 
June, indicate this to fall to the function of the 
Rates Advisory Committee to recommend some 
scheme by which uudue inequalities which would 
arise between the groups are to be equitably 
adjusted? — Which is the part? 

6645. Page 11 of your proof, and in the middle 
of page 3 of the Cd. Paper. — It says on page 3, “ The 
machinery for dealing with the railway rates and 
charges of the country is generally admitted to rest 
upon an unsatisfactory basis, but it is hoped to 
place the whole system of rates and charges upon a 
sound footing after the Rates Advisory Committee 
has reported.” Is that the point? 

6646. The next passage. — “ The first object of the 
revision will be to secure financial equilibrium to 
the railways of Great Britain as a whole; and it is 
anticipated that having regard to the size and 
diversity of traffic conditions in each group the revi- 
sion, in aiming at this result, will also secure an 
approximate equilibrium between each of the pro- 
posed groups. If, however, revenue were not 
obtained at least equal to the basic revenue agreed 
upon the procedure contemplated is that the Rates 
Advisory Committee, or whatever body may be 
appointed to exercise its function, should be ordered 
to consider modifications in the scheme and to make 
recommendations to the Minister to do.” It further 
says, “It is not possible at this stage to indicate in 
detail what machinery should be set up for dealing 
with appeals from traders on railway rates. The 
Railway Rates Advisory Committee is conducting an 
exhaustive inquiry, and the Government must await 
their Report before it can embody any proposals in 
a Bill.” 

6647. Is it important to bear that in mind having 
regard to the fact that when standard rates are once 
fixed they may thereafter have to be varied ? — V ery 
important. 

Mr. Jepson: Important for the railway companies. 

Mr. Barrington Ward : Yes. 

Mr. Jepson: You do not suggest it is the function 
of this Committee for the time being? 

Mr. Barrington Ward: No. 

Mr. Jepson: Because we are dealing with things 
as a whole. Later, in accordance with this White 
Paper, there will have to be some division between 
the groups. I do not think the railway companies 
can wait till that comes along before they express 
themselves on general principles. 

Mr. Barrington Ward: No. 

Witness : I may say that it seems pertinent to the 
discussion of general principles which are to govern 
the fixing of rates in the future to point this out, 
otherwise there is a danger of it being assumed that 
if once standard rates can be fixed or varied by the 
appropriate machinery so as to represent a proper 
return in bulk on railway capital in bulk, the applica- 
tion of these standard rates by individual groups, 
when subsidies end and the pool is dissolved, is a 
mere matter of detail and arithmetic. I think, on 
the contrary, it is a very difficult and intricate 
problem, but means have got to be found for its 
solution. 

6648. Mr. Acworth : One question on that. The 
AVliite Paper suggests that a revision will secure an 
approximate equilibrium within each of the proposed 
groups ? — Yes. 

6649. Do you take that as meaning that Group A 
will earn the same dividend for its Ordinary stock as 
Group B, or that it will earn substantially the same 
net revenue available for ordinary dividend as was 
available for all the railways in the group before they 
were combined? — The latter interpretation is the 
one which seems to me to be the correct one of 
reading the AVliite Paper. 



6650. That is what it seemed to me. Mr. Jepson 
has mentioned the “ three Greats.” If they were 
combined, supposing they had revenue corresponding 
to 2J per cent, or 3 per cent., or something of that 
kind, on pre-war stocks, as combined that would be 
something like the pre-war position? — Yes. 

6651. Whereas if you combined the Midland and 
the North-AVestern you would want a revenue of 
6 per cent, or 7 per cent, on the Ordinary stock ? — 
That is so. 

6652. So that you have not to get the same amount 
of net profit on all the groups? — No. 

6653. You understand that, too? — Yes, quite. 

6654. That is what I understood. — I think “ equi- 
librium ” means the preservation of the relative posi- 
tions of the companies comprised in the group as 
between 1913 and now. 

6655. That is what I understood. — That is my 
reading of the intentions of the Ministry. 

6656. Mr. Barrington Ward : The object being that 
the whole of the railway system must be sustained, 
and no portion of it may be in want of sustentation ? 
— That is so. 

6657. Does another point arise in this relation to 
which you want to call attention? — I might point out 
that the Transport Act enables the railway companies 
to charge till February, 1923, the rates which were in 
force on the 15th August, 1921. It is almost certain 
that even if those rates are sufficient to maintain in 
the aggregate the net revenue of 1913, they will not 
do so in the case of some of the companies ; and in that 
event, if the present pool of net receipts is discon- 
tinued provision must be made to meet the cases of 
those companies who find that the rates charged 
during the control of the Ministry of Transport are 
insufficient to maintain their net revenue on the pre- 
war level. 

6658. Mr. Jepson: What do you mean by “ provi- 
sion must be made.” Do you mean by the Govern- 
ment or by the grouped railway companies ? — By the 
groups. Some railways, for example, during the war 
have had their traffic entirely diverted, and it may 
be that when control ceases they will have been 
deprived of a great deal of the revenue which they 
obtained in 1913. That fresh routeing which has been 
brought about having possibly permanently affected 
their revenue, some consideration will have to be 
given to those cases. I only point it out as one of the 
important things which will have to be considered 
when financial equilibrium is being thought of. 

6659. Chairman : Does this really come to more 
than that the original settlement must be more or less 
tentative, and provision must be made for subse- 
quently altering it if necessary when the results 
appear ; because it would be no use telling the tribunal 
railway companies may have lost part of their traffic 
by reason of what has taken place during the war; 
one would have to have a careful investigation as to 
what the traffic was at the beginning and at the end; 
and even then we should still have to make a con- 
siderable guess as to how far the state of things was 
going to continue when the companies were under 
their own management again? — Yes. It could not be 
done at once; it would take a long inquiry to ascer- 
tain what it was. 

6660. Is probably the best answer to it this, that 
whatever tribunal is operating at the time should do 
its best, but provision should be .made that if that 
turns out not to have done justice to any particular 
railway company the matter may be reviewed at an 
early date? — Yes, I think that would meet it. 

6661. Mr. Acworth : If it turns out that Group A 
has lost traffic to Group B, who ought to compensate 
Group A — the country, or Group B? — It may be 
Group B plus Group C. It all depends on the effect 
of the grouping. 

6662. It ought to be compensated by the people who 
have gained, not by the public which is just where it 
was? — Certainly not by the public. 

6663. Sir Walter Berry : "Will it not take some time 
to ascertain what the effect really has been. I anti- 
cipate that traders will be very glad to renew their 
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freedom of consigning by wliat route they like, and 
a great deal of this will swing back again into the old 
channels? — It will take time. 

6661. It will take some time, will it not? — Yes, it 
will. 

6665. Speaking as a trader, I have been tied up to 
routes which I should at once abandon immediately I 
got a chance of doing so — and that must be so in 
thousands of cases? — Yes. 

6666. Mr. Jepson: Does not what you are suggest- 
ing rather point to a general pool of receipts being 
continued in some form or another as between the 
groups? — There is no reference to an over-riding pool 
in the Minister’s White Paper. He seems to con- 
template that there will be no necessity for it, because 
he is aiming at the financial equilibrium of each 
group. 

6667. It might be very hard on some members of 
an individual group to have to make up to other 
members of that group a certain net revenue, and 
they might very well object to that. Is not there 
another way out of it? Is it not provided by the 
Ministry of Transport Act that if when the railways 
are returned to their owners they are returned in a 
condition which does not enable them to earn their 
pre-war revenue, they still have a claim on the 
Government apart from anything else? — I 'could not 
say whether those are the precise terms. 

Chairman : I think we must be careful not to go 
into matters which are not in the reference to us. 
This general principle of grouping, and what is to 
be done with the respective companies under the 
grouping, and how far there is to be any contribu- 
tion from any one to anyone else, are matters which 
I do not think fall within the reference to us, but 
rather are matters which will be dealt with in the 
Bill to. Parliament which will be introduced and upon 
which 1 understand the Minister is contemplating 
having little interviews with the managers of the 
railway companies. 

Mr. Barrington Ward : Of course, you will appre- 
ciate that Sir William has had that well in view in 
giving his evidence. 

Chairman : I thought he had been very careful to 
keep within the proper limits, and it is we, perhaps, 
who have brought him over from them. 

Mr. Barrington Ward : There is one other point 
about which I want you to give your view, Sir 
William, and it is this: With regard to the lines 
that have been leased to other companies, have you 
a view about their position at all in the detailed 
application of a scheme for increasing generally traffic 
rates ? 

Mr. Moon : I appear for the Association of smaller 
railway companies. Of course, we are vitally inter- 
ested in the question of leased lines. It seems to 
me that this is exactly the same point as that which 
you have already said is not relative to this inquiry. 

Chairman : I am not sure what the point of the 
question was. Your question, Mr. Barrington Ward, 
was: Have you considered the question of leased 
1 i n ps ? 

Mr. Barrington Ward: Their position in any 

detailed application of a scheme for general increase 
of traffic rates. 

Chairman: You asked the witness whether he has. 
considered that. 

Mr. Barrington Ward : Yes. 

Chairman: We will take his answer. 

Witness : I have not considered how the problem 
shall be dealt with. I only want to point out that 
it is a, problem, and a very serious problem. 

Mr. Barrington Ward : I do not think that will 
help my friend, Mr. Moon’s clients. 

6668. Mr. Moon: I only intervened because I 

thought Sir William would be able to say how it 
should be dealt with, and it did not seem to be 
relevant ? — I never proposed to attempt to answer 
how it should be dealt with. T only wanted the fact 
brought out that it was an important matter which 
would have to be considered, 

Mr. Moon: Yes, it is. 



Mr. Barrington Ward : The companies whose lines 
are leased will have to deal with that problem. 

Chairman: leases are on various terms; sometimes 
they are a share of 

Mr. Barrington Ward : Usually 50 per cent. 

Witness : A percentage on gross receipts. 

Mr. Barrington Ward. : That would be reflected in 
the Share the leased line received. Sir William is 
drawing attention to that so that it shall not escape 
the notice of the Committee. 

Mr. Jepson: It will be the railway companies who 
have taken over the leases of those lines who will be 
most concerned, not the owners of the leased lines, 
because they will be content to lie still and take their 
50 per cent, of the increased receipts without having 
to bear any share of the increased expenses. 

Mr. Barrington Ward: That is the problem Sir 
William is indicating to the Committee, and it must 
not be allowed to lie hid. I appreciate that my 
friend’s clients prefer that attention should not be 
called to it. 

Mr. Moon: I am delighted that attention should 
be called to it; but it is really a matter which will 
have to be settled by Parliament who authorise all 
these arrangements. It did not seem to me to be at 
all relevant at the moment. 

Chairman: It will certainly have to be dealt with 
by Parliament, and I do not think it falls within 
the matters on which we are to make a recommenda- 
tion; though I am not at all clear we ought not 
to call attention to the matter and say that in 
arriving at the rates which are fair to all the railway 
companies that matter will have to be disposed of. 

Mr. Barrington Ward: I mentioned it because if 
you are increasing rates to meet working expenses it 
is important that you should know that income cases 
50 per cent, has nothing to do with working expeiises 
at all, it is a mere bonus. It will not reach the 
object for which it is destined by your decision. 

Mr. Acworth : Mr. Moon, do your clients include 
both companies that are leased to bigger railway 
companies and small companies that are themselves 
working independently ? 

Mr. illoon : Yes. And, of course, when my time 
comes I shall point out to you that a great many 
of these companies are those whose capital has not 
yet fructified. 

Mr. Aciuorth : You are appearing for two different 
classes, so to speak. 

Mr. Moon: Yes; both leased lines, and small lines 
which work themselves. 

Mr. J epson : A good many of the smaller lines of 
which you speak are not Government controlled at 
the present time, or have- not been during the war. 

Mr. Moon : I think that all I represent except 
one, are controlled. 

Mr. J epson : There are a number of small rail- 
ways in the country which are not under Government 
control and are still living on their own resources. 

Mr. Moon: There are very few small ones. The 
companies which I represent do not transit less than 
100 miles. I think all that class of traffic is controlled. 

6669. Mr. Barrington Ward: Have you taken into 
consideration, with reference to the principle upon 
which rates should be fixed, the proposal put for- 
ward on behalf of the Federation of British Indus- 
tries which is to be found in the Appendix to the 
proceedings of the 12th day? — Yes, I have considered 
that. 

6670. Perhaps you would just remind the Com- 
mittee of what the proposal was, arid indicate 
whether you think it is a feasible one or not? — Well, 
I think the proposal is contained in these words : 
“ In considering the amount of capital of each com- 
pany for the purpose of fixing the rate above men- 
tioned, and also the amount of capital upon which 
the railway company is entitled to claim a return, 
only that which is properly employed in the business 
of transportation of goods, including the provision 
of stations, goods yards, etc., is to be taken into 
account,” I think that is right, 
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6671, Yes? — My answer is that I cannot see any 
practical method of making an appropriation of 
capital expenditure as between what relates to the 
carrying of goods and what relates to passenger and 
goods traffic. There are assets such as goods depots, 
goods sidings, certain goods locomotives and wagons 
which might be earmarked to goods traffic alone ; 
but the greater part of the railway equipment is 
owing to both classes of traffic. That could not be 
apportioned on any exact principles. For instance, 
the permanent way, the viaducts, the tunnels, the 
retaining walls, signalling, certain locomotives, the 
smaller stations, repairing shops, ' engine shops, 
together with the land on which those works are 
situated, are all used for both classes of traffic, 
and could not be specifically apportioned unless it 
were on quite an arbitrary basis. 

Cross-examined by 

6673. I can .hardly pretend to cross-examine Sir 
William off-hand with the material that I have. It 
seems to me, so far as traders are concerned, Sir 
William Plender’s statement would be more appro- 
priately dealt with by counter evidence; but I should 
like, with your permission, to ask Sir William a few 
questions, with a view to enabling me to understand 
more precisely where his proposal would lead us. 
Your figures in the first statement you put in, I 
understood, related to all the companies in Great 
Britain? — And Ireland. 

6674. You include, therefore, such companies as the 
Metropolitan District Railway — the London com- 
panies? — Yes, the Metropolitan was included. 

6675. And the tubes? — The working companies are. 
That is, the separate companies known as the tubes; 
but not the holding company. 

6676. They are not included in your figures? — The 
holding company is not — the holding company which 
owns a good part of the stock of the operating tube 
companies. It is the Underground Railway of London. 

6677. The tube companies do not carry goods? — 
Hardly. 

6678. They carry a few parcels? — That is all, I 
believe. 

6679. By the inclusion of Ireland you are not quite 
keeping on the lines of what is said in the opening 
paragraph of the White Paper. — The Irish railways 
are so fractional that really if you eliminate the 
capital expenditure and you eliminate the rates, I 
do not suppose it would make any difference which 
is at all appreciable. 

6680. However, -that is a difference from the White 
Paper? — Yes, but I assure you it is so slight it would 
not have any material bearing on the figures. 

6681. I think there are other circumstances to be 
taken into consideration in dealing with the Irish 
railways. With regard to your own proposal, that 
on the capital expended a. payment of 5 per cent, 
should be taken as a basis of fixing rates, are you 
taking that figure also as a basis for fixing passenger 
fares? — That is a matter entirely for the Committee 
or for the Ministry to decide. All I pointed out was 
that, in my judgment, 5 per cent, upon the. capital 
expenditure as a whole was a fair revenue to aim at. 

6682. I understood you to be taking the provision 
of that as the basis for fixing rates. That was your 
point, was not it ? — Certainly. 

6683. I am asking you if you have included 
passenger fares in the expression “rates”? — I 
thought that it would apply to both, because both 
are included in the gross amount of income. 

6684. Is the proposal what I may call an original 
one on your part? Was its inception with you? — Do 
you mean was I prompted to put this forward by 
anybody else? 

6685. Not for a moment; but you referred yester- 
day to the United States Transportation Act. I was 
only wondering which came first — whether it first 
came into your mind, or whether you saw it in the 
United States Act, and thought it was a good idea. 

— No, I was not influenced by what was in the United 
States. Act, 



6672. The guiding principle for which they con- 
tend is set out higher up in the same Appendix : 

“ With a view of fixing the principles on which 
rates are to be fixed the first task of the Committee 
is to ascertain the cost of conveyance upon the rail- 
way and the cost of rendering the other services 
required by the trader, such costs to be ascertained 
under the separate heads of conveyance, accommoda- 
tion, and terminal services as already suggested by 
this Federation.” In your view, having regard to 
what you have just said, is that a practical proposal 
or not ? — I think not. 

Mr. Acworth : They seem not to recognise the fact 
that railway companies do carry passengers. The 
whole thing assumes it is a railway concerned with 
the carriage of goods. 

* 

Mr. Clements. 

6686. You were not? — No. 

6687. It is your own inception? — Yes. r 

6688. That is all I wish to know. I understood you 
to say you have taken the railways as a. whole in 
this scheme? — Yes. 

6689. Do you suggest that every company included 
in the whole should have a return of 5 per cent. ? — 

.1 have never suggested anything so ridiculous. 

6690. I want to know exacts what is proposed. I 
want to know, if that is not so, how would you pro- 
pose to distribute the money if it is to be taken on the 
capital as a whole? — Well, I do not think there is the 
slightest difficulty about it. If the groups are formed 
as proposed there will be a certain amount of capital 
expenditure represented in each of the groups, and 
I think that on that capital expenditure there should 
be an all-round return of 5 per cent. How they will 
distribute the fruits of that 5 per cent, is a matter 
for the management of the groups. 

6691. What I have in mind is your proposal of 5 
per cent, as compaied with an average you gave yes- 
terday — the former average return — which was 4'21 
per . cent. As everybody knows, some of the com- 
panies prior to the war paid greater dividends than 
others? — Yes. 

6692. Taking the case, for instance, of the London, 

Chatham and Dover Railway Company, whose 
ordinary stock, I think, has been very low for years, 
does your suggestion mean that they should be lifted 
up from the dividend they previously had to 5 per 
cent, return? — Nothing could be so ridiculous. I 
never suggested anything of the kind. 

6693. Would you tell me what it is precisely that 

you suggest should be done as regards the individual 
companies? — That is exactly what I told the Com- 
mittee just now I could not do, and could not predict. * 

I thought I had made it perfectly clear that the 5 

per cent, was on the capital expenditure as a whole. 

What the distribution of the extra £10,000,000 may 

he, if it is obtained, as affecting any individual rail- * 

way, I cannot possibly say. 

6694. But, as I understand, the railway companies 
are not proposed to be dealt with by the Ministry of 
Transport as a whole? — As I understand the Whita 
Paper, they are to be dealt with in groups. 

6695. Of course, the grouping may not be finally 
settled on the lines which appear in the White Paper? 

— That is possible. 

6696. Mr . .J epson : You do not go even so far as to 
say that the companies comprised in each group, 
whatever they may be ultimately, shall have sufficient 
revenue to earn 5 per cent, on their subscribed 
capital — not in each group even, hut you take it as a 
whole? — I take as a whole the railways of the United 
Kingdom. 

6697. I gathered from a question which Mr. 

Clements put to you just now, whether he had not 
almost got you to the point of saying yes, 5 per cent, 
on the capital of each group ; but you do not mean 
that? — My proposal merely dealt with it as a general 
principle 5 per cent, on the aggregate capital ex- 
penditure as a whole of the railways. How that will 
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be dealt with by the groups I do not know. It is a 
matter to be settled hereafter by somebody — by a 
tribunal, or the Ministry of Transport, or some other 
body. 

6698. Mr. Davis: As Sir John Simon said, it is 5 
per cent, over all, on the average? — Yes. 

6699. Mr. Ac-worth : Still less do you propose to 
discuss the apportionment of the group inside itself? 
■ — Yes. 

6700. Mr. Clements : I am afraid that does not 
help us very much in arriving at the manner in which 
the groups should be dealt with? — It is not for me to 
tell you how that should be dealt with. The Minister 
of Transport has put up these proposals, and it seems 
to me to rest with him to tell you how, in the grouping 
arrangement, that is to be dealt with. 

6701. Chairman: Is not this your proposition, 

that the rates and fares on the railway companies 
in the United Kingdom should be fixed on such a 
scale as will produce 5 per cent, on the capital 
expenditure of the railways?: — Yes. 

6702. Primd facie, that will give differing results 
to different companies? — Yes. 

6703. You do not lay before us any proposition 
of how that should be ultimately dealt with? — No, 
I do not. 

6704. Your only proposition being that, as between 
traders as a class' and railways as a class, a fair 
figure at which to fix the rates and the fares would 
be sufficient to produce 5 per cent, on the capital 
expenditure? — That is my proposition. 

6705. Mr. Clements : You are familiar with the 
Board of Trade Returns on railway capital in 1913 ? 
—Yes. 

6706. Am I right in saying that something like 
£50,000,000 of capital paid no dividend at all? — 
I have not looked out the figures. 

6707. I am reading from the Return; perhaps you 
will take them from me? — Yes. 

Chairman : Just give me the page. 

6708. Mr. Clements : It is page 7 in the small 
Roman figures. I find that on £14,488,000 of 
capital, that is on 11 per cent, of the whole, above 
5 per cent, is paid, and that on £97,174,000 something 
like from 4 per cent, downwards was paid; that is 
on about 73 per cent, of the whole. Had you takeu. 
those facts into consideration at all? — They do not 
seem to me to affect the argument at all. 

Mr. Clements : I thought possibly you had con- 
sidered them in what might be the application of your 
proposal. 

Mr. -Jepson : Has not all that been discounted in 
the figures Sir William gave yesterday on the average 
earnings? He has taken into account the unproduc- 
tive capital as well as the productive capital when 
he gave the average earnings of 4-21 per cent. 

Mr. Clements : I think not. That is the average 
earnings dealing with the matter as a whole ; but 
what I am drawing attention to is the position of 
some of the individual companies, and the great- 
variations which exist in the Returns, which show 
the previous return on the capital. 

Mr. Jepson : As you have said the unproductive 
has not been taken into account by Sir William, I 
wish you would ask him that question directly . 

Mr. Clements : I was coming to that in a moment. 

Chairman: Before you leave this page and these 
figures, it is true the ordinary stock of some railway 
companies amounting to £50,000,000 has not paid any 
dividend. 

Mr. Clements : Yes. 

Chairman : But in those companies, or in the great 
majority of them, they have paid interest on their 
debenture stock, and on their stock, and in many 
cases on their preference stock. 

Mr. Clements: Yes. 

Chairman : So that the company as a whole is not 
without profitable income. 

Mr. Clements : Not without income. 

Chairman: But it has not had sufficient to pay 
a dividend on its ordinary shares, 

Mr. Clements : Yes, 



Chairman : Sir William Blender, as I understand, 
has lumped them all in together. He recognised 
there are some companies which pay no dividend on 
the ordinary shares, and some companies who do not 
pay on their preference shares; but he has taken 
all the railway companies’ capital issued, and his 
evidence is 5 per cent, on that will be fair. 

6709. Mr. Clements: Yes, so I understand; but, 
as I say, unless the position of the individual railway 
companies is considered, it does not seem to me to 
carry us far enough. Simply to get them in the 
aggregate does not help. You referred yesterday to 
a formula of the Chairman’s which was in the fourth 
day’s proceedings. I am not sure whether you laid 
sufficient emphasis on the fact that in referring to 
the capital of the companies the Chairman said : 
“ The capital properly employed.” I want to draw 
your attention to that phrase for a moment. Have 
you considered that point as to how much of the 
capital may have been properly employed? — Will 
you tell me what you mean by properly employed? 

6710. It is not for me to define it. I am seeking 
information myself? — I look upon the capital ex- 
penditure as a whole as justified, and I gave you 
yesterday the reasons why I came to that conclusion. 
If you would like me to repeat them, I will do so. 

6711. It is quite unnecessary. — They are all on the 
notes. 

6712. You referred to a great deal of capital which 
had not fructified? — Yes. 

6713. Is it possible to determine at all whether 
any particular capital ever will fructify? — That is a 
matter of expert knowledge on the part of railway 
engineers and others. I can only speak generally 
when I point out that obviously directors of railway 
companies would not spend large sums of money, 
tens and tens of millions, being business men, unless 
they were certain that it was an expenditure that 
would be a fructifying thing. Surely it is a fair 
assumption that these men do not throw money away 
needlessly. 

6714. On the point of fructification, I was wonder- 
ing whether with your great experience you could 
say what is the line, if there is a line, which may 
be drawn between capital which has not yet fructified, 
and capital which is really dead, and which will 
never fructify? — I should like you to tell me what 
you have in your mind as to what you call dead 
capital. 

6715. I have nothing in my mind on that point. — 
Why do you suggest there is any dead capital? 

6716. I am instructed that there is dead capital, 
and I think you must know yourself there have been 
cases where, for instance, a line has been made which 
has heen worked and finally closed. Would you call 
that capital unproductive or dead capital? — Well, 
there may be cases — I think, there probably are 
where pieces of line have been abandoned because 
the directors thought that, by constructing another 
bit of line, they would get from that new bit of 
line very much more than from the old hit, for the 
railway company. Well, that is all part of the 
capital expenditure, because people have to experi- 
ment in life before they have a settled policy, and 
experimental work is not in itself dead work. 

6717. Mr. Davis : In other words, you may say 
this. Supposing you have an automatic machine 
that can turn out 1,000 pieces a day of some^ article, 
and then it is scrapped to get another machine that 
will turn out 1,500 pieces, your argument is that to 
scrap the first machine would not be making dead 
capital? — No, the capital is represented by the in- 
creased knowledge they have got. 

6718. Mr. Clements : I take your answer to be this, 
that there is no such thing as dead capital?— I would 
not cro so far as to say that. I take your particular 
illustration, and I say that it is quite fair to include 
in the capital expenditure those two items of outlay. 
You must remember this, and it is very important. 
A good deal of capital expenditure m point ol 
revenue production is worth a vaster amount more 
than it cost, I say you must take it as a whole. 

4 I 
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When yon are dealing with £1,300,000,000 you cannot 
select £200 or £300, and say that is dead, and ignore 
the hundreds of millions which are worth a great deal 
more than it has cost. 

6719. With regard to the Table No. 2, which was 
put in yesterday, I think you said what you called 
“ capital for ancillary purposes ” represented some- 
thing over 6 per cent, of the total. Would you mind 
telling me which, among these items, you would call 
ancillary to the railway undertakings? — As a matter 
of fact, what I said was that the amount of capital 
expenditure not directly attributable to the working 
of the railways was approximately £76,000,000. Tbit 
is what I said, and that is the basis of the following 
items which you will see on that schedule; steam 
boats, and marine workshops, £7,125,849. 

6720. I need not trouble you to read it out to me? 
— Canals, docks, harbours, wharves, hotels and other 
industries, that is quarries, tramways and ropeways ; 
subscriptions to other companies; harbours, canals, 
docks, shipping, etc., and “ unappropriated.” 

6721. These you say are ancillary? — I described 
them as ancillary. 

6722. Do you think the provision of hotels is an- 
cillary to railway working? — I included hotels in 
ancillary. 

6723. You did?— Yes. 

6724. Do you know if the United States, in the 
arrangements to which you were referring, took the 
ancillary matters into consideration, and included 
them amongst the matters upon which the 51 per 
cent, is to be paid? — I do not know that anybody 
knows what is included yet, because the physical 
valuation began some years ago and is still pro- 
ceeding. 

6725. So I understand; hut I thought you said the 
amount to he paid was 5} per cent. ? — On the capital 
expenditure. I do not know what the capital expen- 
diture includes. 

6726. Mr. AcwOrth : I think you will find it is con- 
fined to railway working. If you have the Act there 
you will see there is a phrase which confines it to rail- 
way work? — Very well. 

Mr. Acworth: I feel pretty certain that is so. 

Mr. Clements : So that it would exclude those other 
matters which apear in Sir William’s statement. 

Mr. ■ Acworth : I take it that it would certainly 
exclude hotels. Whether it would exclude docks, or 
whether it would exclude cartage, plant, and so on, 
is a matter on which I could not tell you how they will 
decide; hut I think I should agree that hotels would 
be out. It is £8,000,000 out of £1,100,000,000. 

Mr. Bni.ce Thomas : “ Where such are held and 
used in the service of transportation.” 

Air. Acworth: That is the phrase. 

6727. Mr. Clements : I understood you to say this 
morning that you do not see how the matter could he 
allocated between passenger traffic and goods traffic? 
— How the capital expenditure could he allocated ? 

6728. Yes?— Yes. 

6729. You know no doubt that such an allocation 
has been made more than once in the Court of the 
Railway and Canal Commission? 

Air. Jepson: Of capital expenditure? 

Mr. Clements : I think in some cases of capital 
expenditure. 

Cross-examined 

6736. I want, if I may, to ask you one or two 
questions on behalf of the Mining Association of 
Great Britain; hut I want to preface my questions 
by telling you that the opinion of the Mining Asso- 
ciation is that railways which are not on a proper pay- 
ing basis are of no use to the trader or to the traffic of 
the country ; so that in principle we are agreed with 
the railway companies that there should be 
an adequate return for the services they render. 
The whole question where difference may arise 
is as to what is adequate. Perhaps you would not 
mind trying to give me a little further information 
than what you have already given to the Committee. 
If you would refer to the notes of the evidence y ester- 



6730. Air. Acworth : On some particularly small 

area? — You mean on a bit of line a mile or two long? 

6731. Air. Clements: I am referring to cases which 
have been fought there with reference to the increase 
of railway rates, and as to various allocations which 
have been made? — I assure you that the pieces of line 
that are referred to in the local rating cases only run 
to a few miles. That is a very different story to an 
attempt to allocate the capital expenditure of the 
whole of the country. 

6732. I am not speaking of rating. I am speaking 
of rates and charges for the carriage of goods which 
have been the subject of decision in the Railway 
Commissioner’s Court. An allocation of various items 
of expenditure has been made by the railway com- 
panies in that court as between passenger traffic and 
goods traffic. 

Air. .J epson : On a capital expenditure basis? 

Air. Clements : In some cases, I think so. 

Mr. Acworth : Can you give us the case? 

Air. Clements : I am not able to give you the case 
off-hand on capital. 

Mr. J ejjson : The only case which was fought was 
the . case in which the railway companies had to 
justify the 4 per cent, increase where they had to 
make a distinction, so far as they could, between the 
expense of dealing with goods traffic as compared 
with passenger traffic. So far as I am aware no 
question of capital expenditure came in. It was a 
question of dividing up the total cost of working, 
eliminating everything that really could be dispensed 
with, which was a very great difficulty. 

Air. Clements : I think you will find in some cases 
capital expenditure was taken into consideration in 
arriving at the figures. 

Air. Acworth : I think you will find it was only 
apportioned on the basis of the revenue. 

6733. Air. Clements : I have not the case here, and 
I cannot carry that any further; hut I was only 
going to ask you whether you thought that where it 
was possible to make an allocation of other items of 
expenditure, it would be possible to do so on the same 
basis with regard to capital expenditure; but, as you 
are not acquainted with the cases in question, I do 
not think there is any good in my putting the ques- 
tion to you. — If you could give me the cases and 
enable me to refer to them, I might be better able 
to answer your inquiry; hut I say this with some 
knowledge of railway accounts, that it is an absolute 
impossibility to split the railway expenditure of the 
country into two parts, one of which relates merely 
to carriage of passengers, and the other to the 
carriage of goods. I gave the reasons why I formed 
that opinion to Mr. Barrington Ward this morning 
when he examined me. 

6734. Your answer was a very interesting one. 1 
can give you one case, the case of Smith & Forrest v. 
The London and North Western Bailway Co., and 
others, which was tried in 1897 about. It is reported 
in. Neville and Macnamara’s Railway Cases, and 1 
think there are later cases. — I am sorry I cannot 
help you, because I am not familiar with the case. 

6735. I am not asking you to deal with it now. 
A later case was Smith v. The Midland Bailway Co. 
— I do not know it. 

by Mr. Abady. 

day at Question 6392, Sir John Simon reminded you 
cf the suggestion which had fallen from the learned 
Chairman of the Committee, and asked you if you 
agreed with a certain portion of it; you said you did. 
Aou say: “ I entirely agree, if I may say so, with 
the suggestion of the Chairman that the rates should 
he so fixed as to provide a railway revenue adequate 
to meet the expenses of the efficient maintenance, 
operation, and administration of the undertakings 
and to provide a fair return on the capital employed " 
If reference is made to the suggestion as it fell from 
the Chairman in full, the Chairman went on to 
endeavour to define what was capital in these terms. 
Perhaps I had better read the statement that the 
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Chairman made. It is printed on page 7 of the 
proceedings of the 18th May: “ You ascertain a sum 
which, in the aggregate, is necessary to provide all 
the costs, charges, and expenses of rendering the 
services required by the traders, including a fair rato 
of profit to the railway company, a fair rate of profit 
to be deemed to be a sum equal to x per cent, upon 
the capital properly employed by the company in the 
business of transportation, including provision of 
stations, goods yards, etc., etc., and for the purpose 
of estimating this capital nominal additions to capital 
shall not be taken into account, but the rate-fixing 
body or tribunal may make reductions in respect of 
capital which, judged by pre-war conditions, may 
fairly bo taken to have been lost before the war, and 
additions in respect of accretions in capital value 
accrued before the war, and for the purpose of making 
estimates with this object may consider the net earn- 
ings of each company before the war as an index 
of how far the nominal capital should be reduced or 
increased. ” I think you agree that nominal addi- 
tions should not be taken into account, because that 
is the principle you have adopted in the statement 
you have been good enough to make? — Yes, I excluded 
them. 

6737. Do you agree that reductions should be made 
in respect of capital which, judged by pre-war con- 
ditions, is fairly to be taken to have been 
lost before the war? — I think the principle 
as a principle is quite sound, but the diffi- 
culty that would be met with will be to 
ascertain what is the lost capital. There will 
also bo a very great difficulty in' finding 
out what accretions to capital mean and amount to. 
I think there will bo great practical difficulty in 
giving effect to both these principles, which, in them- 
selves, are quite sound. It will be almost a super- 
human task to say what the increased value over cost 
is on certain sections, say, of the North-Western Rail- 
way, where there is a highly remunerative traffic. 
That is why I am inclined to say that a short cut and 
a fair cut is to take it on the whole of the capital 
expenditure. 

6738. I quite understand that answer, and I follow 
the reason. There is another matter which you have 
referred to. You have pointed out that the capital 
expenditure upon which you have assumed a certain 
percentage should be paid, includes capital which has 
not fully fructified? — Yes. 

6739. Suppose you include that at the moment and 
rates are fixed which will find that revenue, the 
fructifying of the capital would come, would not it, 
not from the fixing of railway charges and rates at a 
particular level, but from the fact that the capital 
which has not fructified would fructify by reason of 
the attraction of increased capital. By fructification 
of capital, I take it you mean that the capital spent 
in laying down lines of railway may not bo attracting 
the traffic now, but in five or ten years the traffic 
may bo flowing there, and that capital may be earn- 
ing money. You agree that is a fair definition of 
fructification? — I think that is fair. 

6740. If you include the capital that has not fructi- 
fied to-day and you fix the railway rates so as to yield 
the normal return, in a few years when that has fructi- 
fied, those same rates will be yielding an abnormal 
return which will be to the disadvantage of the 
trader? — But do not you remember in this White 
Paper it is proposed that there should be a revision of 
rates ? 

6741. I quite realise that. — Is not that an answer 
to your point? 

6742. That certainly is an answer, but I just wanted 
to see how you had thought the matter out. — With 
the machinery as suggested for the revision of rates, 
if it is found that a rate requires adjustment, it will, 
presumably, be adjusted. 

Mr. Abacly : Surely if capital is obtained and it is 
known it will not earn money for some years, is not 
that an element taken into consideration by those 
who offer the capital and those who take it up? 



Chairman : I should say certainly, but they expect 
to get a little bit more than the current rate of 
interest for having waited. 

6743. Mr. Abady : That possibly might be so. You 
quite understand the reason of the intrusion of the 
finance of railway companies on this inquiry is only 
to endeavour to arrive at a part of the gross revenue, 
which is to be found by the fixing of railway rates and 
passenger fares; that the ne.t revenue is really an 
expenditure as against the trader and is only a part 
of the gross revenue which has to be found to meet 
other items of expenditure ? — If you mean that out of 
the gross revenue the working expenses have to be 
met, I agree with you. 

6744. Have you considered the other items which 
go to make the gross revenue, apart from the capital 
of the undertaking : that is to say, the efficient main- 
tenance, operation and administration — what one 
might call the gross expenditure? — That is part of 
the expenses. 

6745. Yes. — What about it? 

6746. The interest on capital has to be found. 
Calling it 5 per cent., that represents £58,000,000? — 
Yes. 

6747. That item represents only a small amount of 
the gros3 expenditure which the rates have to be fixed 
to meet? — Yes. 

6748. Have you considered the influence which 
fixing a definite rate of interest in this way would 
have upon the other items of expenditure? How it 
would affect the economy of the working of the rail- 
way companies, or how it would affect a careful outlay 
on capital, on extensions, and so on? — I do not see 
that it would. 

6749. From the trader’s point of view one wants 
to ensure economical working of the railway com- 
panies and incentive to economy. Have you con- 
sidered the other items in the expenditure? You 
will find these items are set out in Command Paper 
815 on page 11? — I have assumed, and I could not 
help assuming that the railways of the country, 
whether they are in the group system or any other 
system, will be, in the words of the White Paper, 
worked with due care and economy. The White 
Paper, as you know, provides that each of the 
grouped railways will have a Board of Management, 
and they refer to the composition of that Board. It 
must be assumed, I think, that the people com- 
prising the Board, will be men of business who will 
see that the railways are worked advantageously 
from the point of -view of economy and from every 
point of view. 

6750. I follow that, but you see you have dealt 
with the matter from the point of view of providing 
an adequate return on capital. Have you con- 
sidered whether there ought to be any limitation 
to the amount which the railway companies could 
place to their renewal fund or to the amount which 
they could spend on maintenance ? — It is quite im- 
possible to fix any definite figure like that. For 
anyone to state with regard to railway working a 
standard figure for such a purpose would be hope- 
less. It entirely depends upon the amount of traffic 
carried and the condition of the rolling stock and 
all sorts of other questions. I think you must 
assume that whatever is evolved out of the Minister’s 
proposals, the schemes of working will, in their own 
words, be that of due care and economy. 

6751. The answer is that you have not considered 
that there should be any limitation put upon the 
amount placed to the renewal fund or the amount 
spent on maintenance? — I think it is absolutely im- 
possible to fix a limit. 

6752. Chairman: I suppose it is desirable, because 
all men are human, to encourage the railway com- 
panies to be economical by allowing them to keep 
at any rate a portion of the produce of their 
economies, but apart from that, if it turned out 
that the change in the circumstances had been such 
that the railway companies were getting more than 
a fair return upon their capital, then the traders 
would apply to the tribunal for a reduction in the 
rates? — I am sure that would be their first step. 
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6753. It would be their proper course? — Yes. 

Mr. Acworth : Do you notice that the White Paper 

specially proposes that the State should have power 
to require, subject to the ri'glit of appeal to a 
tribunal, adequate reserves for depletion and re- 
newals to be made before dividends are, issued. 

Mr. Abady : That is so. That is one of the reasons 
I ventured to put the question to Sir William. It 
seems to me if the State can determine at some time 
what is adequate, that adequacy can be determined 
when we start. 

Mr. Acworth : Surely not. Supposing there is an 
earthquake which destroys 10 miles of the North 
Western Railway. It will have to be provided for, 
but you are not proposing that the tribunal should 
deal with it beforehand. 

Mr. Abady: I should not consider that a circum- 
stance like that was covered by this paragraph. I 
should call that something which is an emergency. 

Mr. Acworth : It is a question that must be dealt 
with on the facts of each individual company and 
in each individual year. You cannot say it is always 
going to be so much. It must be bigger supposing 
the price of rails goes up; it must be smaller if the 
price of rails goes down, for example. 

Mr. Abacly: Well, that may be so. It seems to 
me that if the matter were to he considered by the 
tribunal at any time it could be considered ab initio. 
Still, I have put my question to Sir William, and I 
have got his answer. 

6754. Will you kindly now look at your tables, 
first of all Table “W.P.l”? With regard to the 
capital issued of £1,120,000,000, does that exclude 
any duplication of capital which might arise through 
the shares of one railway company being held by 
another ? — It does. 

6755. Now will you turn to “ W.P.2 ” ? If we go 
back to the learned Chairman’s statement it is : 
“ There is to be ascertained a sum which in the 
aggregate is necessary to provide all the costs, charges 
and expenses of rendering the services.” I put it to 
you that from the traders’ point of view the cost 
of rendering the service has an important bearing on 
what the charge to the trader should be. Assume 
that that cost should include a proper return of 
capital, would you think, if it were possible to 
separate up the capital expenditure so as to pro- 
perly allocate the capital that is used for giving the 
service, that that would be a desirable thing to do? 
— I have already told you I do not see how you 
could analyse it. 

6756. But do you consider it would be a fair thing? 

• — I cannot assume anything which I think is im- 
possible. 

6757. May I just try and give you an example? 
Take, for instance, hotels, an expenditure of 
£8,000,000. You would not say that the expendi- 
ture on hotels had anything to do with the cost of 
hauling coal from Wigan to Liverpool? — But may I 
just point this out to you: you are dealing with 
a mere fraction — £8,000,000 compared with 
£1,176,000,000, and also let me point this out to 
you, that in the revenue figures which I have given 
in my tables, the revenue which flows from hotels 
is included. 

6758. Chairman: I suppose you would say it would 
be a council of perfection that each of the ancillary 
items paid for itself? — Yes. 

6759. And that the proper course with regard to 
hotels, if they proved unremunerative in the present 
year, would be to put up the prices at hotels if 
they would bear it? — Certainly. 

6760. But I would understand your general evi- 
dence to be that you cannot go into details like that 
on a general occasion, and you must trust that the 
railwaymen would charge fair rates at their hotels, 
and the docks and harbours? — Certainly. 

6761. But you probably would answer that it is 
impossible at the present time to make a profit out 
of canals? — Quite. 

6762. So that they must do the best they can ? — 

Quite. 



6763. Mr. Jepson: You did point out yesterday 
that on those ancillaries, bulking them all together, 
you got a return of 3'13 per cent, as against 4 # 21 
per cent, on the capital ? — That is so ; the difference 
between the two is so trifling, and the amount of 
the capital is so small, that it is immaterial when 
we are considering £1,200,000,000 of capital expendi- 
ture. 

6764. Mr. Davis : In regard to the hotels, of 
course it is possible that the companies might argue 
that they have to cater for their customers m the 
general public? — Yes. 

6765. And it is necessary to find accommodation in 
order to facilitite the bringing of trade to their 
business ? — There is no doubt that the provision of 
hotels at railway termini assists traffic. 

6766. Mr. Abady : Pressing my point a little 
further, would not you consider it desirable, if it 
could be done, to segregate the capital of canals, 
docks, harbours and wharves from that which is used 
in railway working, having regard to the fact that 
the canal service is really a competitive service? — 1 
should not say that docks, harbours and wharves 
that you have just mentioned are not a very im- 
portant part of railway work. 

6767. I beg your pardon? — You mentioned just 
now docks, harbours and wharves, which is far and 
away the largest item, in the cases you have quoted, 
£48,000,000. I think that may be reasonably iooked 
upon as part of railway working. 

6768 . And canals ; what have you to say on that ? 
— I think canals are very closely identified with rail- 
way working too, as I have pointed out. These 
figures are so small ; is it worth while labouring 
them on a broad question such as we are discusssing? 

6769. Of course it is the aggregate of a number of 
small items that makes a large item? — But as I have 
already told you, the revenue which flows from these 
ancillary items is included in the revenue which I 
have submitted, and there is only a difference of 
about a little over 1 per cent, between the revenue 
derived from the ancillary undertakings and the 
railway expenditure as a whole. 

6770. You made one remark this morning ; I think 
you said that the rates in August, 1921, will he or 
may be maintained until February, 1923; you read 
that from your proof, I think? — Yes. 

6771. I think you expressed the opinion that they 
may not be sufficient to maintain the net railway 
revenue; was that correct? — I said in certain cases 
it might not; in certain cases where traffic had been 
diverted and sent by a different route during control 
as compared with pre-war days, that might affect the 
net earnings of those particular railways. I only 
point that out as a matter that must not be lost 
sight of. 

6772. You will not mind my pointing this out to 
you in that connection : you realise, that the rates 
as they will be in August, 1921, that is to say, if the 
present rates are maintained and are extant then, 
will be rates that are loaded with a deficit, and there- 
fore very much more than sufficient to meet the 
normal expenditure? — I appreciate that; I have not 
forgotten that. 

6773. I think it is desirable that that should be 
recorded side by side with your opinion ? — I quite 
appreciate that, but as a matter of fact there are 
certain railways which may individually be hardly 
hit; I only wanted to point that out. 

6774. I understood that your general principle was 
not to consider individual railways, but simply to 
make a computation taking the total capital; is there 
not a little inconsistency there? — I do not think there 
is the slightest inconsistency. I pointed out the 
matters that wanted consideration ; one was the case 
you are discussing now, and the other was the case 
of the leased lines. 

Mr. Jepson: I do not see why, you introduce the 
question of present rates. Everybody knows, of 
course, that the yield was budgeted to produce within 
a certain number of months a certain number of other 
months’ revenue. I do not see how that affects the 
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question. It is taking 5 per cent, on tlie capital, 
supposing the revenue to-day is sufficient to produce 
that 5 per cent. 

Mr. Abady : I rather gathered from Sir William 
that he was contemplating that some of the rates 
might have to be increased. 

Chairman : We are discussing general principles, 
which are really beyond the period you are speaking 
of. 

Mr. Abady : Quite so; I think that is all I have to 
ask. 

6775. Mr. Acworth : As I understand it, you pro- 
pose that, roughly, the rates should be on a basis 
which would produce £10,000,000 more net revenue 
than in 1913? — Yes. 

6776. You also propose that that shall go to the 
ordinary stocks; you do not jiropose that any por- 
tion of that shall be distributed to the prior charge 
stocks? — Well, that is the view I take, but it is a 
matter really for those people who control the groups 
or the directors of the individual railways to say what 
they will do with the money if they get it. 

6777. Your own view was, as I understood it, that 
they have made their bargain, and they must abide 
by it? — That was my personal view. 

6778. I want to carry it just one stage further. 
Prior to the war, in 1913, which was a very good 
year, the total amount distributed to the ordinary 
stocks was under £18,000,000 — £17,705,000. If you 
want to verify that it is page 12 of the Board of 
Trade figures? — ( After reference). In the year 1913 
it was £18,304,580. 

6779. Distributed or available? — It was distributed 
in 1913. The average for the three years, 1911, 
1912 and 1913 was £17,000,000 odd. 

6780. It does not really matter for my purpose. 1 
am quite willing to believe the Board of Trade to be 
wrong, but the Board of Trade said it was 17J 
million pounds; you say it is 18J million pounds. 

It does not matter; the point is that in future it 
would be £28,000,000; the ratio of money available 
for dividend on the ordinary stocks would rise from 
£18,000,000 to £28,000,000? — Yes, if they secured 
the £10,000,000. 

6781. If they get what you ask for? — Yes. 

Cross-examined by Mr 

6788. In point of fact some of these smaller railway 
companies have not paid interest on their preference 
stock even, as you probably know? — Yes. 

6789. I think you said at the outset of your evidence 
that it would be impossible almost to raise fresh 
capital for railways unless the existing shareholders 
were fairly and generously dealt with? — Yes. 

6790. I think you put a somewhat similar argument 
to that before Parliament this year in the case of the 
South Metropolitan Gas Company, did you not? — Yes. 

6791. You asked there, I think, for a raising of the 
standard dividend from the present 5 per cent, to a 
larger sum? — I do not remember'quite now; it is some 
little time ago. I know that the Committee did 
recommend the fixing of 5 per cent, on ths old capital 

Cross-examined by Mr. 

6793. I should like to ask you one or two questions 
in the first place in regard to the division of capital 
between goods traffic and passenger traffic; I think 
you thought that would be very difficult if not impos- 
sible? — Yes.' 

6794. I do not know whether you have seen a state- 
ment which was handed in by Sir George Beliarrell 
at the Interim Inquiry; you will find it on the Fourth 
Day, 19th July, in an Appendix. You will find there 
a statement showing the estimated allocation of anti- 
cipated railway expenditure for the year 1920-21. 
That expenditure is first set out without the allocation 
between passenger and goods traffic under the follow- 
ing headings: “Maintenance of Way and Works; 
Maintenance and renewal of rolling stock; Loco- 
motives: Locomotives, Government pool; Carriages; 
Wagons,” etc.^I will not go through all the details 



6782. I wanted to bo clear that that is what would 
happen? — That is so. The £18,0p0,000, in my opinion, 
is a very inadequate return for the ordinary share- 
holders in the railway companies. My own view 
is that that ought to be appreciably increased in 
order to reassure the investor. 

6783. Do you not think a gentleman who held 
2| per cent, debentures in the Midland Railway 
would also consider it was a very adequate return ? — 
Yes, but you must remember that that stock has 
always had interest, and many holders of ordinary 
stock who have taken the risk for years have not had 
a penny. 

6784. Has a man had a serious risk who had in- 
vested in the stock of one of the great lines? Has 
not every railway not varied 10 per cent, in amount 
for the last 40, 50 or 60 years? — He certainly has 
taken this risk, that he may have paid £180 for £100 
worth of stock, and it is now £80. 

6785. But the unfortunate man who bought the 2j 
per cent. Midland debentures paid £90? — It may- 
be that he preferred that form of investment; he 
wanted to have security instead of speculative in- 
terest. 

6786. My point is, would you really say that an 
investment in North Western ordinary stock, which 
never paid less than 6J per cent, and never paid 
more than 7J per cent, for 50 y'ears, was a specula- 
tive investment? — I would not call the North Western 
stock a speculative investment, but I would call the 
Chatham and Dover and the Great Central a specula- 
tive investment. I do not quite see what the point 
is? 

6787. The point I am at is, as a broad principle 
the bulk of the £17,000,000 or £18,000,000 of ordinary 
stock was pretty' much the same year after year on 
the same stocks. Now you are proposing that they' 
should get not £18,000,000 but £28,000,000? — 
That is so. 

Mr. Arthur Moon : I would like to adopt the evi- 
dence of Sir William Plcnder, on behalf of my clients, 
if I may exclude the question of leased lines until the 
time when that matter arises. There are just two 
questions that I should like to ask. 

AiiTHtrE Moon. 

and 6 per cent, on the new with rights of participa- 
tion in a surplus betw-een the workpeople and the 
stockholders, that is my impression. 

6792. That is not quite what it was, but if you have 
not got it in your mind I will not go into it. The 
point I was going to put was this, that you put exactly 
the same argument before Parliament and it was 
accepted, was it not, that unless you treat the exist- 
ing shareholders generously' and fairly when these 
altered conditions have taken place y'ou never get the 
public to invest in that same industry again, and that 
was accepted, I think, by the Committee of the House 
of Lords? — That was substantially the line I took, I 
remember. 



Chables Tennyson. 

Then follows a second statement which shows the basis 
adopted in estimating the allocation of railway expen- 
diture between passenger and freight traffic. Then 
there are given train miles; assisting, light, etc., 
shunting.” That allocates between passenger and 
goods traffic those figures which were given in the first 
statement which I mentioned. It seems, therefore, 
that the Ministry of Transport are able to allocate 
the expenditure at any rate between passenger traffic 
and goods traffic under those different headings. It 
seems to me, and I would like very much to have your 
views on it, that it might be possible, assuming that 
the railway companies could allocate to passenger 
traffic and to goods traffic the cost of maintenance of 
way' and works for instance, that it should be possible 
to allocate to goods traffic and passenger traffic the 
actual value of the way and works? — I can only 



62 GENERAL REVISION OE RAILWAY RATES AND CHARGES. 



13 October, 1920.] Sib William Plendeb, [Continued. 



repeat what I have told you. .The Ministry of Trans- 
port is dealing here, as I think you pointed out, with 
anticipated capital expenditure for the current year 
or for the ensuing year; that is a very small amount. 
There arc hone of the great works included in that, 
such as tunnels and great railway termini, and so on. 
That has all been done, and upon what principle the 
Ministry went I do not know, hut I have got a sus- 
picion that it probably was on the basis of the 
expected receipts which is quite a different thing from 
actual capital expenditure. 

6795. Taking what you say in regard to tunnels, 
for instance (assuming for a moment that the basis is 
a just basis, which of course I cannot express an 
opinion on because I do not know what it is), if you 
can allocate to goods and passenger traffic the cost 
of maintaining a tunnel there would seem to be no 
reason why you should not allocate on the same basis 
the cost of constructing a tunnel, assuming that the 
basis is a just one, upon which I do not ask you to 
express an opinion, because you do not know what it 
is? — I can only tell you that I do not think it is a 
practical proposition to separate the £1,200,000,000 
of capital expenditure into what relates to passengers 
and what relates to goods. 

6796. And you would probably go further than that 
and say you do not consider it is practicable to allo- 
cate, for instance, the maintenance of tunnels and 
lines between passengers and goods? — I should not 
like to do it myself. 

Mr. T epson : You could over a certain year, but it 
would vary every year according to the volume of 
passenger traffic and goods traffic respectively passing 
through the tunnel. Do you suggest that capital 
expenditure should be varied every year? 

Mr. Tennyson: We could very easily take an 

average. 

Chairman: Is it of any particular importance? 
This new tribunal when it is set up will have to do 
the best it can for the community. Supposing they 
find that passenger traffic will not stand an increase 
in fares they would have to put it on to rates; sup- 
posing they find on the other hand that rates have 
been unduly severely pressed and the passengers are 
travelling in' great multitudes and enjoying them- 
selves immensely they would put it on to fares, but 
it must be a matter of common sense and manage- 
ment. 

Mr. Tennyson: No doubt common sense must enter 
into it. 

Chairman : Not trying to arrive at what the exact 
cost of carrying one thing or the other is. 

Mr. Tennyson : Common sense must no doubt enter 
into it, but this is after all an Inquiry to decide 
upon the principle upon which rates must be fixed, 
and the principle which you have suggested is a very 
broad one, and I think we should try and get a little 
bit closer to it than that. 

Chairman : In the interim revision the other day 
we had to take things into account in a general way. 
I do not suppose that any scientific method would 
have arrived at exactly ljd. per mile for the 
passenger. One of the things we had to take into 
account was that we could not very well break up 
a farthing. On the other hand we were warned that 
passenger traffic was particularly vulnerable. Those 
are the sort of things that you cannot reduce to 
figures, and if this new tribunal which will he called 
into existence, as we understand, gives a detailed 
consideration to the whole thing, Sir William Plender 
is merely advocating that in dealing both with fares 
and rates they should see that the railway companies 
get at least 5 per cent, on their capital expenditure. 

Mr. Tennyson : I quite appreciate what you say, 
and there will be great difficulties in these matters, 
no doubt. 

Chairman : I would like to add this : Sir William 
Plender is not the expert who, if wo were trying to 
divide between passengers and rates, would be the 
natural man to give us assistance for it; we would 
have the railwayman come to tell us about the 
mechanical handling of railways rather than the 



accountant, who can only produce results after he 
has got his facts from them. 

6797. Mr. Tennyson: I was not asking Sir William 
to suggest the means by which it should be done; 
I was merely calling attention to the fact that he 
apparently thought it impossible. Other people, 
apparently, did not? — No, you are comparing two 
things that are not alike. I said it was impossible, 
in my judgment, to divide the whole of the existing 
capital expenditure of £1,200,000,000 into a part relat- 
ing to passengers and a part relating to goods. You 
are contrasting that with a small amount of capital 
expenditure that is to be incurred this year or next 
year ; I do not think the comparison is a true one. 

6798. In reply to that, Sir William, I would say 
it seems to me, that the principle which would be 
applied in one case would also be applied in the 
other? — That is your opinion. 

Mr. Acxoorth : One is capital and the other is 
income. 

Mr. Tennyson : You could take it over a series of 
years. 

Mr. Acworth : How could you take the capital over 
a series of years? Supposing the North Western 
have a tunnel and they are running goods and 
passengers though it to-day; supposing next year 
they take off their passenger service because it does 
not pay and they have no passengers through the 
tunnel ? 

Mr. Tennyson : Then they obviously could not 

charge it on passenger traffic. 

Mr. Acworth : But if you have allocated the capital 
it would not be right next year. 

Mr. Tennyson : Then you must take it for an 
average of years just as you do in the case of taking 
your expenditure for a year; you do not take it 
for a day, but for 365 days. 

Mr. Acworth : How can you possibly allocate 

capital expenditure? You can allocate your revenue 
expenditure on a series of bases as Sir George 
Beharrell has done, but he has not suggested he 
could allocate the capital expenditure. 

Mr. Tennyson : It was not relevant to that parti- 
cular inquiry. 

Chairman : I think this is very far from what we 
have to advise upon now. We note that you desire, 
apparently, it to be borne in mind, and wo have 
heard Sir William Plender’s answers about it. 

6799. Mr. Tennyson: Very well, I will not pursue 
that point further. There is one other point, and 
that is in regard to what I think you call dead 
capital ? — Yes. 

6800. You suggested that you thought that dead 
capital should be included in the capital upon which 
a return should be allowed, because I think you 
said the companies bought their experience in that 
way? — Yes, and I also said something else which you 
have omitted to mention which was this, that of the 
capital expenditure which is made by far and away 
the greater proportion is worth more than it cost, 
and you cannot cut out the piece of dead capital 
and not at the same time allow for the greatly 
enhanced value of other capital expenditure, and 
my point was that taking it as a whole it is justified. 

6801. I am glad you mentioned that second point, 
because we have taken the same point. We do not 
object to accretions of capital being taken in; we 
think they should be counted in, and that is in our 
memorandum that we submitted, but I would just 
like to call attention to this point, that there are 
some companies that have a great deal more dead 
capital than others; the amount of their capital 
expenditure in relation to their earnings is very 
much higher in some cases than in others, and I 
would suggest to you that it is not quite just to 
ignore that entirely in considering what the return 
to be allowed should be. You should not allow a 
company which has a very very high proportion of 
dead capital to receive what you may call the stan- 
dard percentage upon the whole of that capital? 
You are entirely misconceiving my evidence, it seems 
to me. 
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6802. I am very glad to hear it? — Just allow me to 
finish, if you do not mind. I did not attempt to 
allocate any part of the £10,000,000 to any capital. 
I simply said that that, in my judgment, was fair 
to the whole of the railway systems in the country. 

6803. You are not considering at all the return 
on the actual capital of an individual company; you 
are taking the whole capitalisation of the railways 
of the whole country? — I have said it I do not know 
how many times to-day; I will repeat it again if 
you like. 

6804. I had not the pleasure of hearing your 
evidence? — Well, that is what I said time and time 
again . 



6805. Supposing that you were trying to get at 
what the proper basis of rates should be by finding 
out what the capital of the companies was, on which 
they should be entitled to get a return, would you 
still think it was not desirable to write off any 
lost capital? — I am not dealing with the rates of 
any individual company; I am dealing with them 
as a whole throughout the country. 

Mr. Tennyson: 1 think that answers my question. 

Chairman : Do you wish to re-examine Sir William 
Plender ? 

Sir John Simon: He would be a bold man who re- 
examined Sir William. 



( The Witness withdrew.) 



Sir John Simon : I am now prepared, if it is the 
wish of the Committee, to do what I suggested 
yesterday, that is, to offer the Committee in a 
summarised form that we have been preparing what 
our own proposals would be on this stage of the 
Inquiry. You see in front of you one of those who 
instruct me with a large number of prints, because 
we think you would probably like at an early stage 
to have this summary distributed, not only to mem- 
bers of the Committee, but to those of my friends 
who are interested. 

Chairman : Certainly. 

Sir John Simon : I might just say these two things 
by way of preliminary : first of all, you will find that 
there is this distinction to be made between some 
of the proposals contained in our summary and others 
of the proposals. Your immediate object, I appre- 
hend, is to determine what are the matters which 
you will recommend to the Ministry, with a view to 
their being dealt with in the Bill, which we under- 
stand is to be drafted later in the autumn, and 
which it is expected will be submitted to Parliament 
in the spring of next year? 

Chairman : Yes. 

Sir John Simon : So obviously time is of great im- 
portance. We have ventured to go to this length as 
a matter of fact, that as regards those topics, which, 
as it seems to us, would be dealt with in such a 
Bill, one of my learned friends has for some weeks 
past been engaged in putting more or less into form 
for submission to you, and to anybody else who cares 
to look at them, the sort of clauses which we suggest 
would be right. 

Chairman : That would be very helpful. 

Sir John Simon: It is a very elaborate document 
that my friend has prepared, divided into five parts, 
and it contains a great number of sections in more 
or less Parliamentary form, not, of course, because 
we wish to dictate to the Parliamentary draughts- 
man, but simply to show in the clearest way what 
our ideas are. There are other matters which we 
have included in this summary, which it seems to 
us probably would not be actually dealt with in the 
Bill. They may become matters which will be dealt 
with hereafter by the new tribunal, if there is a 
new tribunal, and when we have handed those in 
and done what seems right in the way of explanation, 
we shall be prepared to indicate which of them, as 
it seemed to us, would be proper to go into the 
actual Bill, and which of them, as it seemed to us, 
would probably be rather matters suitable to be dealt 
with in the Report, but not necessarily matters upon 
which legislation, which is at once being passed, 
would Concern itself with. You see what I mean ? 

Chairman : Quite. 

Sir John Simon : We have been considering to- 
gether what is the quickest and most effective way 
of getting this summary before you, and if it suits 
your convenience, as this has been a rather go-as-you- 
please Inquiry, greatly to the advantage, I think, 



of all of us, what I would do would be this : I should 
not offer to make an oration, but I should like to 
be more or less in charge, as it were, instead of a 
witness being in charge. On the other hand, if we 
might have Sir Alexander Butterworth also in the 
witness chair, then as we take one of the paragraphs, 
if there is anything that needs to be explained as 
a matter of fact, in addition to the references that 
I will give to the Shorthand Notes, or anything which 
it is in my power to say, it can be got from him 
then and there before we pass to the next clause. 

Chairman : We think that would be best. 

Sir J ohn Simon : I should not, of course, attempt 
to examine Sir Alexander Butterworth, but he will 
be available, and is, of course, very fully Supplied 
with information. 

Chairman : I take it you would be ready to support 
and explain it as you go along, and wherever necessary 
to refer to Sir Alexander Butterworth? 

Sir John Simon: Certainly. The part which 

Counsel ordinarily performs in the Law Courts, we 
all know, is that he professes to be the fount of all 
knowledge, and there is whispered to him under 
considerable difficulties the information as he goes 
along. I should make a clean breast of it, and 
indicate that this was a matter which I thought 
Sir Alexander Butterworth would deal with better 
than I should. If we may do that, I think it will 
save what may be a good, deal of time occupied in 
a speech, parts of which you probably would not 
want to hear. I will give my references to the Short- 
hand Notes, if you like, and Sir Alexander Butter- 
worth will add any information that is necessary 
from time to time. 

Chairman : Would it suit your convenience to put 
more than one witness in the box, so as to be able 
to refer to Sir Alexander Butterworth or to another 
witn ess ? 

Sir John Simon: In addition to Sir Alexander 
Butterworth we have three other gentlemen here, 
who have got something that they will need to say. 
One is Mr. Wedgwood, who deals more particularly 
with what I may call for the moment paragraphs 
5 and 6 ; another is Mr. Marriott, the goods manager 
of the "Lancashire and Yorkshire Railway, who deals 
with paragraphs 9 and 10; and there is also Mr. 
Hunt of the London and North Western Railway, 
who has a little information to give on another clause, 
so we are prepared to supply that information. 

Chairman : We might have them all in the box 
at once, or come and go as they please. 

Sir John Simon: I do not think we can do that, 
because, as a matter of fact, what Mr. Wedgwood, 
Mr. Marriott and Mr. Hunt have to say is properly 
classed as evidence. What Sir Alexander would offer 
to do would be for the moment to act as a kind of 
ready reckoner and adviser, and we should therefore 
save time by having him, I think, available. 

Chairman : Yes. 

Sir John Simon : Meanwhile we will distribute 
these documents, if we may. 



( Proposals of the railway companies handed in; see Appendix.) 



( Adjourned for a short time.) 
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Sir John Simon : The first paragraph of this new 
print of the railway companies’ proposals deals with 
the basis of rates, and it is a summary in three para- 
graphs of Sir William Blender’s evidence. You will 
notice in the first paragraph that we have introduced 
the figure of 5 per cent. Our submission is that that 
should appear in that form in the Report; but that 
is a matter which you and your colleagues will have 
to consider. The railway companies ask for statutory 
recognition of the principle that railway charges 
should be such as will, under efficient and economical 
management, earn a net annual railway income suffi- 
cient to yield a fair return upon the capital employed, 
and they consider that, taking the railways as a 
whole, such return should be fixed at 5 per cent, on 
the aggregate existing capital expenditure as shown 
in the published accounts of the companies 

Chairman : That is, existing in 1920. 

Sir John Simon: Existing at the end of 1920. The 
print goes on, “ Together with such higher rate 
upon any new capital which may have to be ex- 
pended in the future as may be necessary to be paid 
in order to raise the new capital. Some means must 
be taken to secure that the same principle is given 
effect to in regard to the finances of each of the 
groups or other units into which the railway system 
may be divided, regard being had to the pre-war 
financial condition of the unit individually and its 
prospective development.” That is following the 
lines of the Section in the Harbours, Docks and 
Piers Act to which we call attention. Then the very 
important third paragraph which contains a great 
deal in the five lines of which it is composed, we are 
very much concerned to point out to you. How far 
it falls to the function of this Committee, or how 
far it falls to other people to deal with, I do not 
discuss now; but I want to point out that these pro- 
posals do not solve the difficulties attaching to the 
position of individual companies or groups of com- 
panies. These can only be dealt with satisfactorily 
in conjunction with the discussion of the proposals 
put forward by the Ministry of Transport with refer- 
ence to the future of railways. 

Chairman : That gives us a very great difficulty. 
Are we to recommend a uniform system of rates for 
the whole of the United Kingdom, or for the whole 
of Great Britain (as the case may be) and leave this 
matter to he disposed of otherwise; or are we to 
recommend that we realise that it is impossible to do 
justice to every group of companies on those lines, 
and that it is, or may be, necessary to have varying 
rates for the different groups? 

Sir John Simon: The point which you put is, of 
course, a very important point, and it is one which 
many of the railway managers have been considering 
closely. If I may say so, there is no doubt that when 
you take the different groups which are indicated, 
for example, in Cd. 787, there is no doubt that the 
effect of grouping, supposing you applied an abso- 
lutely uniform standard of charge over the whole of 
the United Kingdom, might on one reading of the 
document be very unequal between one group and 
another. 

Chairman : You see, there is a matter brought 
before our notice at the earliest possible moment by 
the traders, and one to which we have given a good 
deal of attention — namely, is it possible to have a 
uniform rate for the United Kingdom so that mile- 
age multiplied by the figure shown on the scale would 
enable a trader to know what he had to pay? 

Sir John Simon: Of course, the question of con- 
tinuous mileage is in it. The view expressed by the 
railway companies to you has been that it really is 
not a desirable recommendation in the circumstances 
to propose continuous mileage. 

Chairman : I understood that there was agreement 
to this extent, that the aggregate mileage from the 
beginning of the transit to the end was ,to he taken, 



and you were not to begin again — the first 30 miles, 
the next 30 miles, and so on; transferring from the 
system of one railway company to the system of 
another railway company. 

Sir John Simon: I am not sure that all the railway 
companies would agree to that. I am thinking of 
a case like the South Eastern. 

Witness : I am afraid you must take it that some 
of the companies would not assent to that view. Mr. 
Marriott, of course, is proposing to give detailed 
evidence on that; but with some of the small com- 
panies which have only a small mileage it is rather 
a serious point — it is a point to which some of them 
attach a good deal of importance. 

Sir John Simon: I happen to know that one of the 
southern companies does feel the pinch of that. 

Chairman : We have to make our recommendations 
on what we think best for the railways as a whole 
and not merely ask whether every railway consents ; 
but I do think that at our earlier meetings it was 
fairly generally recognised that a through rate with- 
out commencing afresh with regard to things taken 
over another line had the agreement of the railway 
companies. 

Witness : I was asked to touch on that question 
in my evidence. I do not think I intended to give 
that impression, because I knew that with some of 
the small companies it was a matter- of some import- 
ance — not of theoretical importance. They think it 
may be difficult for them to get the necessary revenue 
if continuous mileage is adopted: Of course, I do 

not remember what I did say, but I do not think I 
could have said that because it assumes, in the first 
place, uniform schedules. We have never got as far 
as being sure of that. 

6806. That is a separate point. It may be that if 
you are going to run 100 miles over one railway com- 
pany’s lines and 50 miles over the other, you could 
charge the first company’s rate for the first 100 miles 
and the second company’s rate for the second mile- 
age; but it would be a different thing if you were 
to say at the beginning of the second transit you 
begin again with the highest rate which was applicable 
for the first 20 miles of the journey; and of course if 
you pass over a railway — as we know, the rates have 
been built up on the assumption that passing 10 miles 
over a railway, for the purpose of constructing the 
rate that railway charges the highest rate. — I see 
what you mean. Of course that is conceivable. Ii 
arises, of course, with the graduated scales. If there 
were no graduated scales there would be no point 
in it. If one company had a penny a mile and the 
other had 2d. a mile you would have so many pennies, 
and then begin twopences. I can quite see that you 
might do the same thing with graduated scales. 
You might first have 20 miles on railway A on the 
highest scale, and then to railway B, if it had a 
different schedule, you might Introduce their schedule 
to begin at mile 21. 

6807. Or you might put it that it was for the 
railway companies to divide the through rates be- 
tween themselves i'n such way as would be fair to 
themselves, but that as between the railways and 
the traders it should be treated as one continuous 
journey? — That would be another way of meeting 
it altogether. I quite see that. But with regard 
to the companies with whom it is the most important 
point I do not think the mere charging on their 
schedule would meet their case at all. The essential 
part to the short distance company must be, when 
it gets on to their line, to charge at the high rate. 

6808. Sir John Simon : Take the instance of coal 
coming from the coal districts in the North to be 
delivered at various places in Kent and Sussex, and 
so on — with all respect to the Kent coal field. It is 
the last bit of the journey; and of course it makes 
all the difference in the -world to the South Eastern, 

I apprehend, how you treat that? — Yes. That is a 
very good illustration. That company would always 
be at the end of the journey. 
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6809. And would always suffer? — Yes. 

6810. Mr, Jepson: Would it not be met by what 
may be arranged in regard to the division of the 
total rate between the companies, as the Chairman 
said. To-day it is generally known that the Southern 
companies get probably what you might call a bonus 
mileage as thei'r share of the coal rates. They get 
something more than the mileage yield would give 
them in many cases, or they did prior to the war. 
Did not we get as far as this : That so far as 
uniformity was practicable amongst a good many of 
the big companies uniform scales would be applied, 
and the suggestion of applying continuous mileage 
simply meant that the scale would be made higher 
by calculating a continuous mileage, instead of on 
the separate mileage, within the powers of. each 
company. One recognises that the North of Scotland 
and the southern lines of England would probably 
have higher scales? — I do not want to shirk doing 
all the useful work I can in the role of ready 
reckoner, but I think this will be dealt with much 
better by the witnesses who will follow. I had not 
prepared myself for this. But in all our discussions 
on the matter we certainly have regarded the con- 
-tinuous mileage, rightly or wrongly, as standing or 
falling with uniform schedules; but not literally 
because we might have uniform schedules and still 
not have continuous mileage. But I do not think 
any of us had contemplated being driven to various 
schedules and still having continuous mileage. But 
it is a matter of which the goods managers will 
speak with much more practical authority than I can. 

6811. Mr. Acworth : Supposing for the sake of 
arrgument that the southern group had to have the 
normal scales plus 10 per cent, all round — you see 
what I mean? — Yes. 

6812. Would there be any difficulty in going a stage 
further and saying that i'n consideration of abandon- 
ing continuous mileage — which as a rule would tell 
against them and not for them — they should have, 
say, 12-| p ei . cent. ? 

Sir John Simon: I think you said “ i'n considera- 
tion of abandoning continuous mileage.” 

Mr. Acworth : I beg your pardon. I mean, in 
consideration of accepting continuous mileage — they 
should get a further bonus. I am not saying it 
is possible, but I would like to see what the witness 
says about it. 

6813. Sir John Simon: The position on the 
material in the documents — we have been through it 
carefully — is this, if I may just summarise it. First 
of all, when we opened what we had to say about 
this — on the 18th of May at the bottom of the 
second column on page 9— the first thing that we 
did was to point out that there really was a mis- 
apprehension on the part of Sir George Beharrell, 
because in his preliminary statement he had asserted 
that “ It seems to be generally conceded that rates 
should now be based on the continuous mile'age 
principle.” At first we pointed out out that did 
not represent the answer to the Questionnaire, but 
we went on to say it was obviously one of those 
cases where, if you work at it, It is as broad as it is 
long, and therefore not a matter about which we 
were disposed to be violent. The matter goes on in 
the first column of page 10. That was merely to 
corrrect a misapprehension as to what we had said. 
The other reference is In Sir Alexander Butterworth’s 
evidence on the 9th of June, and the question begins 
on page 23 of that day at question No. 3776. Sir 
Alexander then said very much what he says now. 
That is to say, he is saying that of course In theory 
you can arrive at the same total either way. But 
I think Sir Alexander there was dealing rather with 
the subject of continuous mileage than with the 
subject of uniform charge. It has, as he said, rather 
been assumed if you do not get an absolutely uniform 
charge continuous mileage was impracticable? — That 
was the way we approached it. Until we had found 
out whether the schedules were to be, or could be, 
uniform, you really could hardly approach the 
question of continuous mileage. 



6814. And therefore, that we may not get off 
the sub-division of subjects which this printed 
document suggests, the point, Sir, is really this : 
We point out at the end of the first paragraph of 
this document that the financial position of individual 
companies, or individual groups, is by no means 
assured merely by saying that the over-all charges 
should in sum be such as would produce 5 per cent, 
on expended capital. Then In that connection you 
suggest, Sir Alexander, that it would be material 
to decide whether or not you are going to have a 
single set of rates and tolls and charges for all 
the railway systems of the country, or whether 
different railway companies or groups might get 
the necessary adjustment by charging different 
figures? — Yes. And, you see, in some respects the 
White Paper which has come out since these pro- 
ceedings commenced has really added to the difficulty 
of a uniform scale. But perhaps you will get on to 
that later. 

Sir John Simon : I think it is convenient to do it 
now. It really is so, Sir, if I may say so — we are 
not at all desirous of criticising, still less of 
quarrelling with, anything that is put forward by 
the Ministry — but if you look at the outline of pro- 
posals contained in Cd. 787, what you find is that 
you have these large groups suggested; you find it 
rather assumed that it will be possible to secure 
financial equilibrium in each group without any very 
great effort, almost as though it were a mere matter 
of adjustment. I do not think that is the view 
which all the experienced railway people, who have 
been giving their minds to this, take. 

Chairman : Have any of the statisticians of the 
railway companies attempted to work out what the 
result would be of a uniform scale through these 
different companies? We have been told in general 
terms — and one is inclined to accept it — that it 
would be impossible to keep everyone upon his 
present footing with a uniform rate. Has anybody 
tried to work it out at all to see how much the 
deficiency of one company would be, so that we could 
form an estimate whether there were any ways of 
getting round it by adding a small percentage, or 
something of that sort? 

Sir John Simon: I myself have not seen any 

figures, although I know it has been discussed a 
good deal. But consider these two or three matters 
which will be useful to. mention. You see some rail- 
way companies have been hit more severely by the 
rise in wages up to the present high level than 
others. If you take a company which was in an 
industrial district before the war, the level of rail- 
way wages which it would be paying was no doubt 
affected by the fact that it was in local competition 
with industries paying wages on an industrial scale. 
But if you take another company in, say, the Eastern 
Counties, it might be that before the \var that com- 
pany was getting its labour and paying a lower wage. 

Chairman : I think it is known that would be so 
in the Eastern Counties, and so on. 

Sir John Simon: If you bring up railway wages, 
as they have been brought up, to a common level for 
the same grade, so that in the North of Scotland a 
signalman is getting what is the general standard 
for signalmen all over the country, it is plain that 
the difficulty in which railway finance it put, so far 
as it depends upon an increased wages bill, is a 
difficulty of a different size in different parts of the 
country ; and therefore the putting up of rates to 
a common level will not automatically produce the 
same variation as to degree and difficulty in different 
places. That is one thing. 

Witness : That is accentuated by the other factor 
of a wage bill — hours ; the hours between companies 
which are not uniform. And as a rule, speaking very 
broadly, the companies which paid the lowest wages 
were working the longest hours. So that the 
standard hours as well as the standard wages have 
accentuated that point very much. 

6815. Mr. Davis : That is to say, notwithstanding 
wages have risen, as we know they have, to a certain 

4 K 
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percentage — double or treble — in addition to that 
they only work P — 48 hours a week. 

6816. Yes, instead of the 54 as it was before the 
warp — In some cases more than 54. 

6817. Yes, it was 60. So that has all to be taken 
into calculation ? — Yes. 

Sir John Simon: I hope I am not interrupting 
you, Mr. Davis, but you see the pinch of the diffi- 
culty is this : There has been a rise in the wages 
bill, but the additional sum of money which is repre- 
sented by that rise in the wages bill is not uniform 
over all the railway systems of the country; and 
therefore if you raise railway rates all over the 
country on some common scale you may adequately 
meet the difficulties of one railway system but not 
meet the difficulties of another railway system. 

Mr. Davis : On the other hand, there are districts 
where it is lower; but on the average you are right. 

Sir John Simon : Yes. It is one of fthe difficulties 
of saying we can get an absolutely uniform charge. 
Then there is this further difficulty, which I put 
merely hypothetically, again on Cd. 787 — there is the 
phrase at the beginning of that White Paper which 
says it is contemplated that direct competition 
between these dfferent groups will, as far as possible, 
be eliminated. That will require a very great deal 
of consideration. At the present moment I am not 
sure that all railway people read it in the same 
way. If it meant — I am not saying for a moment 
that it does, and I know there are considerable 
authorities who think it does not — if it meant that 
one group is not to get any share of the traffic which 
is geographically enclosed within the area of 
another group, then of course that would produce 
the most serious financial instability as between one 
group and another; because some railway systems 
largely depend, of course, upon the traffic which they 
get from an area which would be geographically 
within the beat of another railway. I am not at all 
saying that that is what it means; but we ourselves 
think — I think I am expressing the views of Sir 
Alexander — that it would be a most unfortunate 
thing if we passed this stage of the Inquiry without 
making as plain as we can — I will not say to you, 
Sir, but through you to others whom it may concern 
— that it is all very fine to agree that railway rates 
are to be raised to a point which, taken all over, 
would produce a fair return on the total railway 
capital; but if, in addition to the effect of the higher 
wages, which is unequal in different places, the 
group system really meant that one railway is no 
longer to get into the territory of another group, 
then the inequalities might be of a most serious 
character. If I may remind you of a thing 
which happens when two railways amalgamate — 
which Mr. Ac worth no doubt remembers ver} 7 
well. When two railway companies go to Par- 
liament to amalgamate, protective clauses are 
always put in on the application of other companies 
to secure that a third company, X, will still be able 
to get its share — competitive share, no doubt — of the 
traffic which will be now (as railwaymen now say) at 
home to the combination A and B. Of course, Parlia- 
ment would never have allowed an immense amalga- 
mation of railways, with the result that there was a 
monopoly within a big area. I am not saying that 
that is what the White Paper indicates That is 
one of the things which we had in mind when we 
point out here at the end of our summary that we 
want to point out that the proposals do not solve 
the difficulties attaching to the position of individual 
companies or groups of companies; these can only be 
dealt with satisfactorily in conjunction with the dis- 
cussion of the proposals put forward by the Ministry 
of Transport with reference to the future of railways. 
It does not seem self-evident that those difficulties 
will necessarily be met at all simply or easily simply 
by adjusting a rate here, or lopping off a bit there. 
It is conceivable that there is a very serious problem 
lying at the back of that. 

Chairman : It would come, to this, so far as this 
Committee is concerned, in making its recommenda- 



tions it must reserve the probability — I say' “ proba- 
bility ” advisedly — that the rates will have to differ 
in the different groups. 

Sir John Simon : That would be so. 

Witness : Yes. And, if I may shy so, I think we 
should have to reserve that as an expression of opinion 
even if there were no grouping. Because, while you 
have pointed out the differences, post-war and pre- 
war, on the expenditure side, quite apart from the 
grouping which, as you have rightly said, may very 
much accentuate the matter on the receipt side, I 
think there is no doubt whatever that the traffics of 
different companies have been differently affected by 
the events of the last few years. Of course you 
cannot do it, because we are working under special 
arrangement, and many traffics are not going their 
pre-war routes ; but supposing you could next week 
for a week or for a month ensure that the traffic 
should pass just as it did before the war, we are all 
very confident — though we cannot get the figures — 
that the relation of post-war to pre-war on both 
sides of the account, the receipts and the expenditure, 
would be very different in the case of different indi- 
vidual companies. That is all quite apart from the 
point you have made on the grouping. 

6818. Mr. Davis : Sir John Simon referred to a 
monopoly. Have you a monopoly now? — I would 
rather you asked someone else. I am rather a bad 
one to whom to put that question. 

Sir John Simon: There are two other things I 
should like to submit, and I will submit them seriatim, 
in order to get them clear. They bear on this same 
matter. The first is this : If these financial inequali- 
ties are going to be corrected merely by adjusting rates 
as between one group and another — raising the rare 
here as compared with there — it must be remembered 
that, of course, it is plainly impossible to raise the 
rates of one group as a whole ; there would be only 
some portion of their rates which could be used to 
produce this result. Supposing, for example, that 
both groups by different routes were able to deal 
with traffic between Manchester and London, plainly 
you could not say to the group which found that their 
general standard of rates did not enable it to live, 
“ Put up your rate between Manchester and London,” 
because that would simply mean that they would go 
out of business. Therefore, the only rates which are 
susceptible of variation, speaking generally, will be 
local rates within the group itself. 

Chairman : Non-competitive routes. 

Sir John Simon : Yes. The other thing was this. 
If I may say so, it is possible that this consideration 
will come near home to you and your colleagues. 
There is to be a Rates Tribunal; but I notice in the 
White Paper, Cd. 787, that on page 3 the Minister 
says : “ The first object of the revision will be to 
secure financial equilibrium to the railways of Great 
Britain as a whole, and it is anticipated that, having 
regard to the size and diversity of traffic conditions 
in each group, the revision, in aiming at this result, 
will also secure an approximate equilibrium within 
each of the proposed groups.” We all hope so, of 
course. Then he goes on — this is where the Rates 
Advisory Committee comes in — “ If, however, revenue 
were not obtained at least equal to the basic revenue 
agreed upon, the procedure contemplated is that the 
Rates Advisory Committee, or whatever body may be 
appointed to exercise its functions, should be asked 
to consider modifications in the scheme and to make 
recommendations to the Minister as to this.” So 
that, although it is not a thing which arises at this 
stage of the inquiry, it seems very relevant for you 
and your colleagues to call attention to the fact that 
there may be a very serious difficulty lying behind all 
this when you seek to apply general formulae to some 
given sub-division. 

Chairman : It will arise as soon as the actual rates 
come to be fixed. The moment an application is made 
to the tribunal to fix the actual rates there will have 
to appear before them someone, perhaps, representing 
the railway companies generally, but also persons 
representing particular railway companies, and say- 
ing, “ If you fix so many pence it will not provide us 
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with what we are entitled to have”; and so the _ 
tribunal will then have to consider whether it is to 
vary the rates in different groups, and, if it decides 
it must vary them, then to what extent they are to 
vary them. 

Sir John Simon : The practical result to which one 
is led by these considerations is, if I may say so, this : 
That not only should this possibility (if I may respect- 
fully submit it) be pointed out, but that great care 
should be taken not to encourage the idea that the 
statute should lay down that there must be a cast-iron 
uniformity. Because, of course, if so, you would be 
in great difficulty. Everyone wishes to make it as 
simple as possible, but 1 do not think it is safe to 
contemplate that there should be some statutory 
provision. 

Mr. Acworth : Before you leave that point, may l 
suggest that you are not quite accurate? Assuming 
the basis — taking the White Paper, “ All direct com- 
petition between groups being as far as possible 
eliminated ” — we will take an extreme instance, and 
suppose there is no competition between London and 
Leeds; that either the traffic is carried all by one 
company or, on the other hand, that the receipts are 
divided. Now in that case you can put up all the 
rates within the group ; because the result would only 
be — supposing you put the rates up on the Great 
Northern to Leeds 10 per cent, higher than on the 
Midland, the result would be to put all the traffic on 
to the Midland, but the Great Northern would get its 
proportion of the receipts. Do you see? 

Sir John Simon : I should like to be clear, because 
there is nothing like being really clear when a point 
is put. You are assuming as between two towns — say 
X and Y — that there are two ways in which I might, 
if I were a manufacturer, send my product — one by 
a railway in one group, and two by a railway in 
another group ? 

Mr. Acworth : Yes. 

Sir John Simon : Then you are assuming that the 
railway, let us say, in the second of those two groups 
finds that its revenue is insufficient, and therefore 
has to consider whether it will raise its charges? 

Mr. Acworth : Yes. 

Sir John Simon : Is the suggestion, if that happens 
only the railway in the first group can carry the traffic 
at the old rate and make a fair living on it, that, 
none the less, the charge must be put up by everyone 
on both routes? 

Mr. Acworth : No. The rate in the second group 
will be put up. 

Sir John Simon : And no one will send his goods 
that way? 

Mr. Acworth : Yes. But the owners of that railway 
will get their percentage, whatever the pool division 
is, even though they did not carry. 

Sir John Simon : That would assume — it is a pos- 
sible view, of course — that there is to be some form 
of over-riding pool by means of which the earnings of 
one group which is making an abundant income would 
be rendered available to compensate those who did 
not? 

Mr. Acworth : It may be an over-riding pool, or a 
pool ad hoc between A and B. 

Sir John Simon : At any rate, it assumes a pooling 
between those two groups? 

Mr. Acworth : Yes. 

Sir John Simon : But there is nothing about pooling 
in the White Paper. 

Mr. Acworth: Is there not? What can it mean — 
“ direct competition between the groups being as far 
as possible eliminated ” — it does not seem to me that 
it can mean anything else. You observe that the 
groups are fixed geographically? 

Sir John Simon: Yes. 

Mr. Acworth : According to the proposed grouping 
— say London and Leeds — there is a route by the Mid- 
land which is in one group, and a route by the Great 
Northern which is in another group. They are both 
very practicable routes. The White Paper says, 
“ direct competition being as far as possible 
eliminated.” What can that mean but a pool? I 



cannot imagine it means nothing" is to be carried by 
one or other of those routes, because it is not 
physically possible; half the sidings are on one route 
and half on the other. 

Sir John Simon : I confess I had thought in such a 
case as that the qualifying words “ so far as 
practicable ” came in. I rather understood the sen- 
tence to mean that in such a case as you put there 
would be, of course, competition. But we are really 
rather groping in the dark. 

Mr. Acworth: I do not know whether we can 

administer an interrogatory to the Minister of 
Transport. 

Sir John Simon : I wish we could have a fuller ex- 
planation ; and no doubt it will come in time. 

Mr. Acworth : I have read it that way all through. 

6819. Sir John Simon (to the Witness) : I do not 
know whether I have represented your views? — It has 
been one of the things that has puzzled us. We have 
wondered what it did mean. Of course, a pool "would 
be one way of eliminating competition ; allocation of 
traffic might be another way; and another possible 
way, of course, would be to say that that particular 
traffic is all to go by one route. But that is not an 
economical way of working the railways. 

6820. Mr. Acworth: You could not argue in the 
case of Leeds it must all go by one route? — That seems 
to me to be the vice of your proposal. I could not 
understand your proposal that one company should 
carry all the traffic and the weaker one get the advan- 
tage of the pool. I did not follow how that would 
work. 

6821. Of course, if the man who decided on the 10 

per cent, found it better to pay the extra 10 per cent, 
rather than have the inconvenience of cross- 
shunting ? — It would be a terrible thing to con- 

template that you would shut up one-half of the rail- 
ways and put it on the other half in order to bring 
about a pool. 

6822. That was not my suggestion? — I thought it 
was. 

6823. No. — Then I confess I do not follow you. 

Sir John Simon : I do not want to criticise, still 

less to cross-examine, anything you put, but this 
occurs as a difficulty. As I follow what was in your 
mind — maybe it was thrown out as a possible inter- 
pretation — as between London and Leeds there would 
be a pooling arrangement by which the total receipts 
from the traffic, by whichever route it went, would 
be divided in an agreed proportion between the 
companies P 

Mr. Acworth : Yes, as happens to-day. 

Sir , John Simon : May I follow that out? Sup- 
posing a situation arises where a company needs more 
revenue in order to live; I submit to you with great 
respect that increasing the rate between London and 
Leeds would not give them an extra farthing; the 
only result of increasing the rate would be that a cer- 
tain amount of the traffic might all go 

Mr. Davis : But assuming the Midland Company 
could carry all the traffic and they pooled with the 
other company mentioned by Mr. Acworth, then would 
not they economise in transit by carrying goods on 
this other company’s lines? 

Sir John Simon : Yes. But might I just put this — 
I will deal with that with pleasure, but I am on a pure 
matter of arithmetic, and if you follow you will see 
my point. Let me suppose an arrangement by two 
groups, whether the traffic goes by the Midland or by 
the Great Northern, it all goes into a pool and is 
divided out in certain proportions. My proposition is 
that if you increase the rate from London to Leeds 
you do not provide another penny for the Great 
Northern. 

Mr. Acworth : I do not question that. 

Sir -John Simon : Then it does not appear to be a 
very good remedy for the disease. 

Mr. Acworth : But theoretically it would do no 
harm. 

Sir John Simon: If the particular disease we we>-e 
seeking to cure was a, decrease in the receipt qf the 
Great Northern and the remedy is putting up the 
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rates, in my submission that would not increase the 
Great Northern income. 

Chairman : I think it is what you said from the 
first, that the rates would have to be put up with 
regard to all the non-competitive traffic. 

Sir John Simon: That is what struck me. There 
is also this further thing to be observed. Though 
pooling agreements are not uncommon in railway 
experience, as far as my limited knowledge of it goes, 
I think you will find that if there is a pooling agree- 
ment between two companies between two points, A 
to 13, the rates between A and B are the same which- 
ever company is carrying. 

Mr. Acworth : Yes, I agree. But I called attention 
this morning, when you were not here, that in France 
it is common to put rates higher by the route which 
the pooling companies desire the traffic should not go ; 
and that is done with the approval of the Minister 
in the individual case. It is not unknown in America. 

Mr. Davis : This is a reducio ad absurdum argu- 
ment, but supposing the Great Western from Bir- 
mingham can carry all the people up to London — the 
North Western, which is the popular route, is not 
required — the Great Western can do it all with com- 
fort to the public, there would be no necessity to 
travel on the North Western at all, and that would be 
a matter of economy ; but you are dealing now with 
the effect on the two systems. 

Sir J ohn Simon : Yes. If I may give a simple illus- 
tration which came under my own notice last week; 
it illustrates the point which Sir Alexander was 
making, that you cannot get back to the situation 
before the war by merely sweeping out the incon- 
venient arrangements. There has been a system of 
routeing going on which means that you cannot hope 
to get to the same financial position relatively as 
before the war. Say if you tried to go from London 
to Edinburgh, the only way to do it is to go to King’s 
Cross Station ; if you want to go to the West End of 
Edinburgh that is not very convenient because you 
land at the Waverley Station which is at East End 
of Edinburgh; but you have to do it, and pay for a 
cab at the other end. There can be no question that 
has gone on for some time, and if you sweep that away 
it will none the less be true that there will be a 
tendency for the traffic to go along a channel which 
has been used during recent years. That is all 1 
wanted to say on the first question, which is an enor- 
mously important one. 

Mr. Acworth : Assuming that you had to give Group 
A an additional revenue, do you see any broad objec- 
tion to the principle of a percentage addition? 

Sir John Simon: To a percentage addition to their 
non-competitive rates ? 

Chairman : To their rates, it being understood that 
in competitive places they would not be able to take 
advantage of it. 

Witness : I am sorry, but I cannot get hold of that 
idea of increasing the rate and not taking advantage 
of it. I can understand it as it was put in the 
French case where you deliberately do it to prevent 
traffic passing, just as we put 50 per cent, on the fares 
to prevent people travelling; but that will lead to 
great congestion. 

6324. Mr. Acworth: For the sake of argument let 
us imagine that Group A has been put in a ringed, 
fence and has no competition? — The Scottish com- 
panies are in that position. 

6825. Take the North Eastern. Supposing the 

North Eastern were comparatively unfenced do you 
see any reason for not giving it a 10 per cent, all 
round addition above the scale of the companies at 
large ? Would it work in practice ? — It might work 
very well. It would depend on two things mainly: 
Firstly, whether the traffic would bear it 

6826. Of course that is always the case? — That is a 
very important consideration. And, secondly, whether 
the North Eastern traders as a section thought it a 
fair arrangement and, if they did not, were able to 
bring sufficient pressure to bear on someone and say 
they did not see why they should pay more than other 
people. Subject to that the thing might work all 
right in a non-competitive area. 



6827. The answer to that is, looking at it from the 
railway point of view as a method of raising revenue, 
you do not see any difficulty? — Subject to this — the 
matter is enormously complicated — as soon as you 
get into a place like the centre of England where you 
have the two groups running across each other serving 
the same district for miles together. 

6828. Chairman : At the present time it is done by 
rates being nominally different. Would it make it 
any worse instead of having the different rate you 
merely said it should be 10 per cent, above the normal 
rate? — Not necessarily worse. There are very great 
differences between the rates of different companies 
at the present time. There are a great many which 
are on the same basis, but there are a great many' 
which are not. 

6829. I think Mr. Acworth’s question to you was 
supposing we come to the conclusion that we have 
to give a different schedule of rates to different com- 
panies, whether that might not be most conveniently 
worked by declaring a single schedule in the first 
instance, and then saying Group A may charge 5 per 
cent, above, this schedule and Group B may charge 
1\ per cent. ? — I think as a method of doing it there 
could be no objection to that as regards traffic that 
is being carried on scales or tariffs. I cannot con- 
ceive that there would be any objection to it. 

6830. Mr. Acworth : Let us assume this closed 

district is one that imports very largely from outside 
rather than exports, and it has a comparatively short 
haul and therefore suffers a good deal by introducing 
through mileage. Would you see any difficulty in 
compensating it for its loss by the introduction of 
through mileage by giving it another 2J per cent, on 
all its rates ? — Honestly I do not think my opinion ou 
that question is worth a great deal. I think you 
might put that to somebody more conversant with 
railway rates and practice, and more conversant with 
the practical matters. I do not in theory see the 
flaw in it. It really is a form of bonus, and if the 
total rate has been suitably increased I do not see 
why the addition to this particular company could 
not be arrived at in that way. 

6831. It is really putting on to traffic at large, in 
the shape of 2J per cent, on all traffic, something 
that theoretically ought to be 15 per cent, on parti- 
cular traffics. That is what it really means? — Yes, 
if you get out of the aggregate a sufficient sum. We 
all understand that, if you abolish the present system 
of mileage, the scales would have to be so much 
higher. If that is done, I do not see theoretically 
any difficulty in it. I guard myself by saying I do 
not see any theoretical difficulty — I would rather 
the practical difficulty was put to more practical 
men — in meeting the particular case of the parti- 
cular company that has, as it were, a larger propor- 
tion than normal of the short-distance traffic by some 
sort of bonus. 

6832. Mr. Marriott and Mr. Wedgwood will have 
heard the point. You agee on my theory it does 
not seem wrong? — Yes. 

6833. Hereafter, if there are important practical 
points to be raised, no doubt we shall be able to get 
information on them ? — I am very pleased to sit here 
to be a stalking horse and having questions put that 
my practical friends will be able to think over over- 
night. 

6834. You are a Post Office? — A Post Office. 

6835. Mr. J epson : They might consider whether 
or not competitive rates would bear the increase, 
but they have to consider the application of those 
increases to the scale — because this is all a matter 
of bringing in increased rates — and how it should be 
applied to through traffic, but there are two more 
elements. There is the competitive traffic and ffiie 
through traffic through the group, to which it would 
be very difficult to apply the 2j per cent, and the 
10 per cent. I am not sure that there is not a third 
element. On the North Eastern, you have certain 
iron manufacturers. Supposing the North Eastern 
were in that position, and they wanted 10 per cent, 
more revenue, would not there be a grievance from 
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the iron masters in the North Eastern district, if the 
South Staffordshire or Lancashire iron masters were 
being treated in a more favourable way F So that 
there are three points which want very careful con- 
sideration? — Very. It might be that you might have 
an addition potential on paper, and you might not 
in practice be able to enforce it. All practical rate 
people tell you they really cannot get down to the 
question of a uniform scale till they have the oppor- 
tunity of working out actual scales on the actual 
traffic. Until you know your unit you cannot start 
on it. We could start at it on the North Eastern 
with the Hull and Barnsley. That is, assuming the 
White Paper goes through. Heaven knows — I do not 
know what the chances are of its going through. 
Assuming that we could do it, that is a comparatively 
small thing. Assume certain traffic, and then see 
what rates you could give it. Assume the traffic did 
pass, then what rates would give us our pre-war 
return — that would be comparatively easy. But take 
the other more complicated groups : until they know 
what the units are, they cannot take the initial step 
of testing any tariff. Until they have tested half a 
dozen, they cannot possibly tell whether a uniform 
one will do for all of them. 

6836. Mr. Acwortli : By unit you mean geographi- 
cal unit? — I would prefer to say financial unit — I 
mean the group. 

6837. Until they know the group? — Yes. It really 
is amalgamation. 

6838. Sir John Simon: Now we may pass to the 
second thing on the Paper. May I give you one or 
two references with regard to maximum rates ? You 
will find on the 10th day, June 8th, Question 3385, 
page 18, that Sir Alexander dealt in a series of 
questions with maximum rates. I am not going 
through it all again now. All I want to say about 
this Paragraph 2 on maximum rates is this, just to 
be sure that we are all at one on what is involved. 
First of all, upon the terms of the existing Statute, 
the rates that are in force on the 15th August next 
will continue, subject to what Parliament chooses 
to provide, till the 15th February, 1923. Then, 
secondly, this would be involved, that they would 
continue after the 15,tli February, 1923, till the new 
scales are put into force; but, in the meantime, there 
has to be this new machinery which will be able to 
revise this rate or that rate, because nobody will be 
prepared to wait three or four years, as the case may 
be, without having an opportunity of revision. I do 
not think I can usefully add anything about that. 
Is there anything you wanted to say? — No, the only 
word in that paragraph that is new in any way from 
what we said before is the word “ suspended.” We 
have always talked about abolition. We will be able 
to explain that better when we get on to the next 
page where our scale is set forth, but as we under- 
stand it on the 15th February, 1923, as you put it, 
the power to charge the present rates would cease, 
and unless something were done the limitation of 
the maxima would ultimately come into operation. 

6839. We can pass to the third paragraph. Would 
you allow me to mention that, on the 17th June, 
which is the fifteenth day, at the end of the pro- 
ceedings for that day, beginning at page 31, there 
was printed on pages 31, 32 and 33 what were then 
the railway companies’ proposals on the variation of 
rates? The thing that we wish you to observe, if 
you will kindly turn to that page, is that, owing to 
something that has happened in the interval, there is 
one change? It is a change which at once suggests 
itself when you read the first paragraph of that 
page 31 on the 17th June. It ran : “ The view of 
the railway companies, as already given in evidence, 
is that the statutory maxima should be abolished, 
and that rates to be fixed by the Committee should 
be substituted for them.” We have now got to put 
it in this way. We- adhere to the proposals which 
are printed there, subject to this, that as the rates 
to be substituted for the existing maxima will not 
be fixed in the present inquiry, but by the future 
tribunal, some interim machinery' will be required to 



deal with necessary variations of rates between the 
15th August, 1921, and what we have called the 
appointed day, and defined below. That is the only 
variation, is not it? — Yes, that is so, but of course 
those last words are very important to some com- 
panies. Some companies are convinced that, when 
the 16th August comes along, they will not be paying 
their way, or at any rate they will not be in their 
pre-War position, and they may or will want some 
machinery — “ may ” is quite enough for the argu- 
ment — that will enable their particular rates to be 
put up straight away after the 16th August. 

6840. May I put it in this way, so as to get it on 
the record, and be sure that we are all at one? The 
rates that will be enforced next August, August, 
1921, may prove to be, in the case of some companies, 
I will not say wrong, but to require revision as an 
interim matter. It may be apparent by next 
August, or it may be apparent between August next 
and February, 1923, that that is so. Therefore, 
what we have to propose is that such rates may be 
varied in the same way that variations will be made 
after what we have called the appointed day. It will 
be an earlier use of the machinery which is being 
created for more permanent and regular purpose. 

Chairman : If legislation is to take place in the 
coming spring, would not the most convenient course 
be to give the new tribunal power to deal with rail- 
way rates present and future? 

Sir John Simon: That is what we propose. Our 
proposal means that the new tribunal should come 
into being on the 15th August, 1921. Therefore, 
although its principal duty is one which it will not 
be able to discharge for some time, it will be available 
at once to deal with urgent cases of the revision of 
rates at present charged. 

Mr. Davis : You are assuming a new tribunal. 

Sir John Simon: We are discussing, as I follow, 
the proposals which the Committee would make to the 
Government with a view to legislation being intro- 
duced, and carried through early next .year. ' We 
are assuming, as you say, that the Ministers’ then 
recommendations will include a proposal that by 
Statute a new tribunal shall be created. Then we 
point out that, as it has been found impossible 
through the immense labours which have been put 
on this Committee, to deal with all these matters 
before, it follows that a new tribunal ought to be 
available to deal with the interim revision of this 
rate or that rate as between August, 1921, and the 
date when the new schedules and tariffs are settled. 
I think that is what was in your mind. 

Chairman : Yes. 

Sir John Simon: We are quite at one, and we are 
quite agreed. 

Mr. Acworth : You are assuming here that it is 
impossible that the grouping system can have come 
into force before the 15th August next. You are 
speaking of separate companies. 

6841. Sir John Simon: Yes. All things are pos- 
sible to the Transport Ministry, but it would be a 
very remarkable exercise of their unlimited powers 
if they created groups before there has been any 
means provided to ascertain what the railwas' charges 
are to be to keep those groups afloat. Is not that 
so? — The same point might arise even with groups. 
It is quite true we had separate companies in our 
minds, but the same thing might be true of a group. 
A group might still find it was not paying its way 
on the present rates. As things stand, there is 
nothing short of an Act of Parliament that will 
enable any rate to be raised between the 15th August 
and the 15th February, 1923. So that I do not think 
the suggestion is dependant on the groups not coming 
into effect. 

6842. Mr. Acworth: I want to call your attention 
to this. There surely will be companies that possibly- 
no practical increase of rates might save. Some of 
the companies whose expenses have trebled and whose 
rates have only doubled — one could not imagine those 
actually paying their working expenses? — I hope 
there are none. It is not for me to say there are. 

I hope my own company is not in such a position. 
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6843. Not the North Eastern, but some of the 
smaller companies may be? — I hope not. If so, it 
may be their remedy is to bring their wages bill down. 

6844. Mr. Davis : If the small company should fall 
because of constantly increasing its rates or its fares, 
is there any arrangement by the Government or the 
company to hold that company up till the time when 
this tribunal finishes its work? — No, there is not. 
That is the difficulty. The company might find itself 
without any help. 

Sir -John Simon: That was why I ventured to say 
it would be a very strange proceeding if we found 
these groups created before it had been ascertained 
how they are to be borne. It is always a risky thing 
to bring a child into the world when you do not know 
how to feed it. 

Mr. Acworth : You are only dealing with it from the 
point of view of rates, but the rates cannot be suffi- 
cient in certain cases. 

Sir John Simon: I quite agree. 

Mr. Acworth : It is only a partial remedy. I am 
not saying it is not desirable to have that amount 
of protection, but it is only a partial protection if 
it is only the rates. You may put up the rates third 
class to 6d. a mile, but you would not get the money. 

Sir .John Simon: You are perfectly right. There 
could not be a more serious mistake than to suppose 
that the railway system of the country can be cut 
up as you please, and groups formed exactly as you 
like, and that all you have to do is to give somebody 
power to vary the rates, and everybody will live 
happily ever afterwards. I am sure that is not so. 
There is only one other thing that we need to put 
on record. We assume that the present Committee 
over which you are Chairman under the present 
reference will continue operating down to August, 
1921. 

Chairman : I think we are appointed up to that 
date, but it will depend whether there is somebody 
else to take our place in the meantime. 

Sir John Simon: Our proposal is that we should 
not shorten your life by a single five minutes. 

Mr. Davis : We might be thankful. 

Sir J ohn Simon : We might easily be in worse 
hands. Then the next one is the tribunal point, 
which is to be found set out elaborately on pages 31 
and 32. The thing that is new in the paragraph 
headed “ Tribunal ” is this, and I hope my friends 
will take a note of it, because we are doing our 
best to meet them. The view expressed by the railway 
companies during the evidence we gave was this. 
We expressed our own belief that there was not really 
any great advantage in the idea of what some people 
called a business tribunal. We thought in the end it 
would not be found to have the advantages which 
were hoped for. On the other hand, we found that 
a large body of traders, who are our customers and 
friends, most undoubtedly desired it. Therefore, we 
have thought it right to say that, since there appears 
to be that desire, urn are prepared to vary what we 
had previously said in this sense, and for our part 
we are quite prepared now to submit to you, as 
the railway companies’ proposal as well as the traders’ 
proposal, that there should be a new tribunal. We 
are accepting that proposition of the traders. Mr. 
Bruce Thomas points out to me that we have gone 
further in the direction of meeting the traders’ 
wishes in this way.. A little later in this document 
you will find that, having regard to what we suggest, 
we would be prepared to call upon the new tribunal 
to discharge rather larger functions than the ones 
which we had at first put forward. I am sure this 
will mollify the objectors. Now come scales and 
tariffs, and this is a tremendously important thing. 
One of my friends thinks that I have used language 
which would be misunderstood. We are not proposing 
at all that this new tribunal should do everything. 
Our proposal always has been that there ought to be 
the Railway and Canal Commission dealing with 
certain classes of matters. The point is that we had 
previously expressed the view, and indeed we still 
hold it, that there is not any real necessity for a new 



tribunal. We find it is desired, and we are quite 
willing and are quite glad to join in making that 
proposal, it having the list of functions which will 
be set out later. 

Chairman : Does my note go too far : I had written 
down, “ Companies now welcome a tribunal ”? 

Sir John Simon: For certain purposes. 

Chairman : Is the word “ welcome ” going too far? 

Sir John Simon : Not at all; we give it the warmest 
welcome. 

Witness: “Welcome” is an ambiguous word. 

Sir John Simon: Now comes “ Scales and Tariffs.” 
What we propose is, and we suggest it may be found 
by the Parliamentary draftsmen to be a convenient 
way of dealing with it, that the Act of Parliament 
had better contain an “ appointed day.” It is 
obvious that this is a tremendous job, and the rail- 
way companies suggest this. The railway com- 
panies will be prepared to submit draft schedules 
of scales and tariffs, together with a draft revised 
classification and general conditions, at a date to be 
fixed. They are prepared to do it at a date to be 
fixed. 

Chairman : Without the right to apply for post- 
ponement? 

Sir John Simon : We shall see in a moment. They 
propose that these schedules shall then form the 
subject of inquiry before the new tribunal, which 
shall finally fix the scales and tariffs, with classifica- 
tion and general conditions, for adoption as from 
“ an appointed day ” to be fixed by the tribunal. 
So that you see there would be two dates. There 
would be, first of all, the date by which our draft 
schedules and scales and tariffs and revised classifi- 
cation and general conditions are to be propounded, 
rather on the lines that you suggested. We think 
that the traders ought to have an opportunity of 
seeing them, and then what occurred to us as pro- 
bably the best way to do it is to have, provided there 
is to be a subsequent appointed day, a date on 
which it is to be adopted. It seems to me to be a 
useful suggestion. We propose that the obligation to 
submit such schedules shall be included as a pro- 
vision in the new Transport Act. This is one of the 
things which also shall be fixed in the Act. The rail- 
way companies further progress that the new Trans- 
port Act shall provide that if the appointed day is 
after the 15th of February, 1923 — that is the day for 
producing the draft, the appointed day for their 
coming into operation — the rates in force imme- 
diately prior to that date shall continue till the 
“ appointed day,” and the provisions referred to in 
the memorandum relating to the future variation of 
rates shall apply to such rates. The next you may 
say is only a pious hope, but it is a6 well to put it 
down, though I do not say that it is their wish to 
create the impression that it can be done. The 
schedules will be prepared with the aim of securing 
the maximum of simplicity and uniformity in the 
practice and charges of the various companies, and 
also of encouraging the consignment of traffic in 
quantities which will lead to the economical use of 
rolling stock. The rates will, as far as possible, be 
chargeable on the basis of the actual weight carried. 
It is essential that the schedules as finally fixed shall 
conform to the principle laid down in paragraph 3 
of these proposals, that is, as to their general 
financial productivity. 

Mr. Davis : With regard to the fixing of the rates 
and charges, we have not had any suggestion from 
the traders that the railway companies have been 
profiteering. 

Sir John Simon : No, I do not think so. Our 
withers are quite unwrung so far as that goes. In 
answer to the question which Mr. Gore Browne put 
just now, may I say this. Very naturally he wanted 
to know whether our view was that the date by 
which we were to submit this was to be a date fixed 
like the laws of the Medes and Persians. I have 
got here something which has been got ready by 
my friend, Mr. Bruce Thomas, as a draft clause. 
We thought it would run something like this in the 
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part of the Bill about the revision of classification 
and the schedule of charges : “ The classification and 
schedules shall be submitted within months 

from the passing of the Act, or such further time as 
the tribunal may permit, and shall be published in 
such manner as the tribunal shall direct.” 

Chairman : Have you any idea of how many months 
is proposed to be put there? 

6845. Sir John Simon : I have not myself. Perhaps 
Sir Alexander would deal with that? — We cannot 
really tackle the job until we know, to repeat the 
phrase I have already used, the unit. You cannot 
start till you know that. That is the very earliest 
starting time. As soon as you know what your 
unit is you know what your new railway is. It is 
just as though you were building a new railway. 
Until you know what the railway is that you are 
going to build you cannot start. As soon as we 
know what our amalgamations are, and we cannot 
know that until Parliament has passed the Act, then 
we could start. Take my own case. What is to be 
the future North Eastern group? Suppose it is the 
North Eastern plus the Hull and Barnsley. Suppose 
that is said; as soon as that is said we can. start. 
The new amalgamated company can start, as we did 
thirty years age — it is the same old thing — pre- 
paring a schedule. We can apply that to our new 
traffic. We shall know more about what the future 
traffic is likely to be then. We can apply it, and 
we can say what schedule of charges are yielding us 
a reasonable revenue. We can begin then, but we 
cannot begin till then. All we ask for is that the 
date should be some reasonably early date — we will 
work our hardest; I am sure we are doing that 
now — after the new units have been fixed by Parlia- 
ment. I do not know how soon Parliament will fix 
it, but it cannot be before next May or June or July. 
I suppose it will be before August, or there will be 
some general extension. That is our suggestion, that 
we should then set to work at once to prepare these 
schedules. There is plenty of work that we can be 
engaged upon in the meantime, but perhaps we will 
get on to that later in the evidence. 

Chairman: Have you any idea how long it will 
take to prepare this information after the Act of 
Parliament has been passed? 

6846. Sir John Simon: I do not know whether you 
or Mr. Wedgwood could best answer that question? 

His opinion would be worth more than mine, but 
we ought to be able to do that in nine months, or 
something of that sort. 

6847. Are you speaking generally, or are you speak- 
ing of the North Eastern Railway? — I am speaking 
of the North Eastern. 

6848. Shall we say eighteen months for the others? 
— Well, I would rather they spoke for themselves. 

Mr. Jepson : How long did the companies get under 
the 1888 Act when they had orders to deposit a 
schedule ? 

6849. Sir John Simon: They got eighteen months 
after the passing of the Act. I rather fancy on this 
subject and on the next one, though you are very 
willing to deal with that so far as you can, they are 
matters upon which Mr. Wedgwood would probably 
be able to answer more precisely? — Yes. 

6850. We have to deal with exceptional rates? — 
It is part of what you are immediately coming to. 
Of course, the necessity for that appointed day, which 
is mentioned with some emphasis here, arises from 
the exceptional rates. If all traffic was carried on 
scales and tariffs there would not be much difficulty 
in bringing your new charges into operatic at once. 
What was in contemplation was to combine with 
this deposit of the new schedules the scheme that 
was suggested by the tribunal at an early stage, and 
mop up, as far as possible, or get rid of, as far 
as possible, the exceptional rates, and bring them on 
to a tariff. That is bound to be a matter of detailed 
investigation which will take some time. You cannot 
usefully bring in your new scales and your new 
tariffs until you are prepared at the same time to 
get rid of your exceptional rates, but paragraphs 
5 and 6 really run into one another in that way. 



Sir John Simon : We had better just look at No. 6, 
too. 

Chairman : Just let me get clear what the proposal 
is. The various steps would be these : First, an Act 
of Parliament to be passed in the current year if 
Parliament sees fit. It would be passed some time 
in the summer of next year. Then that Act should 
direct the railway companies to deposit schedules oi' 
rates, tariffs and classification, and should give them 
a time for that. In . the North-Eastern case nine 
months would be sufficient, but probably a greater 
time would be required by other railway companies, 
so that one might say it would be at least 12 months, 
which would take us to the summer of 1922, before 
these were deposited. 

Sir J ohn Simon : It might be it is 18 months, but 
we shall see. 

Chairman : That would bring us till the beginning 
of 1923 before they are deposited. Then there is to 
be an inquiry before the tribunal as to whether those 
rates and tariffs and classifications should be adopted. 
That might bring us to the end of 1923, so that it 
would not be safe to make the appointed day before 
the 1st January, 1924. 

Sir John Simon: It is possible. That is the kind 
of thing which must be anticipated. That is why, 
in the second paragraph of that which we have 
numbered 5, we put in this: “ If the appointed day 
is after the 15th February, 1923,” and our own view 
is it will be bound to be so, “ the rates in force 
immediately priod to that date shall continue till 
the appointed day.” We were filling up that gap. 

Chairman : Suppose this Committee does not go 
all the way with you, and left you without that 
remedy which you put in there, it might help to 
hurry matters up ? 

Sir J ohn Simon : I really do not think this is a 
matter where you can produce these things by a wave 
of the hand. It would be penalising the railway 
companies in point of revenue. 

Chairman : It struck me that this is doing nothing 
but postponing the whole point of what this Inquiry 
is being directed to for two or three years. 

6851. Sir John Simon: You had better deal with 
that, Sir Alexander. — Of course, the whole position 
was altered when it turned out that those of us who 
were not very optimistic about the speed at which 
these things could be done turned out to be right. 
As soon as it was announced by the tribunal that 
there was no chance of getting the new figures fixed 
by August, the whole position was altered, and we 
had then to consider what the position was going to 
be. The new rates cannot be fixed until some time 
after August. Then, what has been borne in upon 
us all very much is that really you are beating the 
air and wasting your time until you know what the 
railway is, and until you know what it is you are to 
apply the rates to. A great many of us do not think 
it will be possible to attain this uniformity. We 
want to try and get it, for everybody’s sake, as soon 
as we can. A great many of us think it is very 
doubtful whether it can be done. You really cannot 
usefully set to work until you know what your rail- 
way is. Take the western group. The problem for 
those five companies which it is proposed to amalga- 
mate is quite a different problem from what it is if 
you take them individually. It does not seem to us 
fair to anybody — I do not say to the railway com- 
panies; perhaps we are the last to be considered — to 
set about a job that might turn out to be entirely 
useless, because you find that your unit is going 
to be something entirely different. I speak with a 
great sense of responsibility. The matter has been 
carfully considered by all the chairmen of the 
different companies on a report from the general 
managers. Speaking with a very strong sense of 
responsibility, I say that we should have felt 
differently about offering the advice we have if there 
had been from the traders a strong agitation that 
the present system is wholly wrong and must be got 
rid of, and if they had said it is too bad that the 
railway companies do not hurry up and get every- 
thing altered. We have not bad that, and there- 
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fore we do not feel that we were going counter to 
those whose duty it is for us to serve in making 
what seems to us the only practicable proposal. If 
you do not think I am saying too much, I think I 
ought to say this. Certain stages of this work can 
only be done by a limited number of individuals, 
with the general managers at the top. I quite agree 
that perhaps the general managers’ place is not so 
important as they imagine themselves, and perhaps 
it is not an all-important part, but they must come in. 
Below them must be the goods managers. We must 
have the help of the solicitors, because there is a lot 
of law involved, and then below the goods managers 
there are the rates clerks right down at the bottom. 
Those are the only people who can tackle these 
problems. What is going to be our history during 
the next nine months? We are going to have a 
most critical, anxious and laborious time. I speak 
now with some experience. I have been in. the rail- 
way world for some time. The whole future of the 
railways is in the balance. We shall have either 
most anxious and detailed negotiations with the 
Minister of Transport, or if the negotiations fail we 
shall have the biggest Parliamentary fight that any 
of us have seen. That work is bound to take up all 
our time and every ounce of our brain power. We 
have not enough in us to do a dozen jobs. That 
must come first, because the whole life of the railways 
depends upon what Parliament settles in the next 
ni'ne months. Therefore, as far as the head people 
are concerned, it will not be possible to hold forth 
in this way again, I am glad to say, and others 
will probably be glad too. It will not be possible 
for us to give the tme we have been giving to this 
inquiry. That will be better explained by those 
who follow me. I do not want to leave the impres- 
sion that nothing can be done. A lot of very 
useful work can be done. All the work con- 
nected with exceptional rates, which really is the 
biggest part, "after you have dealt with grouping, of 
this big problem, involves an amount of spade work 
which must be done initially, and that can be got 
on with. The time need not be wasted. The rates 
clerks will not be in these bi'g negotiations and big 
fights, and they can be getting ready. That is our 
scheme. We could give an undertaking, and if 
necessary come under an obligation to start all the 
spade work going. Mr. Wedgwood, Mr. Hunt and 
Mr. Marriott will speak with much greater authority 
than I can, and they will all speak on that point. 
In that way, they do not believe we are really 
putting back the appointed day, using it in the 
wider sense, a single hour, because they do not 
believe it can be done in a shorter time more effec- 
tively than it will be done under our scheme. I hope 
I have spoken without undue force, but that is the 
view we take of the situation . We do not see any 
other practical way of doing i't. It has the advantage 
of precedent. It is what Parliament in its wisdom 
in the old days, when things did not go quite as 
rapidly as they do to-day, did say was the best 
way of meeting it, and it was a much easier problem 
then. It was only consolidating and codifying all 
the powers. Now it is actually putting into force 
rates that must bring in a definite amount, and 
Parliament thought that the best people to take the 
initial step were the railway companies, and we 
think so too. 

6852. Sir John Simon-. In this connection, let us 

take what you refer to as exceptional rate matters, 
because it is dealt with next on the paper. I am 
going to read the second sentence of the first para- 
graph on page 3 : “ The railway companies suggest 

that it should be a provision in the new Act that 
all exceptional rates not specifically continued as 
indicated in the next paragraph shall lapse as from 
the ‘ appointed day.’ ” One knows where that sug- 
gestion first came from; it came from the Chairman 
very early in the inquiry?— May I refer to that? 
The Chairrman was good enough to put it to me 
then when I gave my evidence before. 

6853. Will you allow me to give the reference; it 
is on the 12th May, page 15 of that day’s proceed- 
ings? — I was not speaking from memory and without 



reference, which is always a dangerous thing to do. 
I was going to say, and I think I said, I cannot think 
of a better way. We have had a good many weeks 
to think of it since. We have all of us been putting 
on our thinking caps, and none of us have been able 
to think of a better way than to name a day — it 
cannot be a very early day — after which these things 
automatically cease, and it is up to those who want 
them to continue to make out their case before 
the Committee. It struck us at the time as a very 
clean cut and ingenious suggestion for getting rid" 
of a very big difficulty, and none of us have seen 
our way to improve upon it, and we venture to 
adopt it. 

6854. That would mean, therefore, that either the 
railway company or the trader would have to take the 
step, and would have to persuade the tribunal if a 
given exceptional rate is going to be preserved? — 
Yes, they would come to the railway company first, 
I suppose. They would come to us, and we should 
by that time have devised tariffs that we thought 
ought to satisfy a very large number of the cases. We 
hope we shall be able to fix tariffs on to which a very 
large number of these rates would come. Then there 
will be certainly a number where the traders will feel 
they have a strong ground for saying: “We do not 
think we ought to be brought under these tariffs. 
Our case is exceptional. It means an enormous 
increase ” ; and they would come and make their case, 
and I suppose if we agreed with them we should con- 
tinue the rate, but if we did not they would have to 
come to the tribunal. 

6855. May I just sum up in three or four sentences 
what appear to be, therefore, under this head the sub- 
missions which we make, which the Committee will 
consider? It will apparently involve these proposi- 
tions : it will involve the proposition, first of all, that 
there should be, in addition to the existing class, 
intermediate tariffs, as, I think, we have called them ? 
— Yes. 

6856. For lists of articles as numerous as possible? 
—Yes. 

6857. It would involve the principle, secondly, that 
exceptional rates ought not as a matter of principle 
to continue to exist outside the class charge or the 
tariff charge, unless they satisfy this Commission? — 
Well, I think in the first instance, if they satisfy the 
company. 

6858. I was going to define the condition — unless 
this happens, that either the company and the trader 
agree on consideration that the exceptional rate must 
survive, or, if there is a difference of opinion between 
them, that the tribunal establishes it? — Exactly. 

6859. And finally there would be the principle that, 
so far as exceptional rates have thus been preserved, 
all exceptional rates would be swept away at the 
appointed day? — Yes; and then we should have 
reached the new state of things — I will not say the 
millenium, but the improved system of railways 
which we shall be very pleased to see in force. 

6860. Now I think I can deal with the next thing 
rather more promptly. As regards cartage, we have 
set out the three proposals about cartage, putting 
them in as careful language as we can. I will not 
read them, because they are there? — Yes. 

Mr. Acworth : Is anybody coming from Scotland to 
tell us why Scotland is excepted? 

6861. Sir John Simon: I have seen this in various 
drafts, and at first it used to run, “ except possibly 
in Scotland.” I notice in this final thing it says, 

“ except Scotland ”? — I am not sure that the “ pos- 
sibly ” ought not to be in, but Mr. Wedgwood will 
tell you ; I have not been in touch with them. 

Mr. Acworth : We have never heard any reason for 
it. We have been told in various shapes, as you say, 
that Scotland is possibly an exception, but we have 
never had, in any shape or form, any reason for it. 

6862. Sir John Simon : Perhaps for the moment 
there may be wisdom in leaving it like that, because 
I believe some of us still hope that they may come 
into line. We are acting for a whole association, and 
we are not entitled to put this forward and -say that 
the railway companies agree, when up to the present 
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the Scotch companies have said they do not agree? — 
Of course, as regards England, they are not new pro- 
posals; these are the ones we put forward from the 
very first. 

6863. Chairman : This, I presume, will not como 
into operation before the year 1925? — I do not think 
that could come before the appointed day. We have 
given some thought to that, and I do not think it 
would be possible. I do not think you can go to all 
your rate books and turn them all into station to 
-station rates, and I do not think it would be worth 
the trouble. I think Mr. Jepson would tell you that 
the work would be very, very great; it really would 
not be worth the trouble. I think it would be quite 
possible, of course, to indicate in the Act of Parlia- 
ment that that was to be the future system, if that 
was the view of this Committee, but I do not think it 
would be possible to bring it into operation before 
what we call the appointed day, when the whole new 
system would come in. 

6864. Mr. Jepson-. It ought to be done at the same 
time as the general revision? — Yes, I should have 
thought so. 

Sir John Simon : Now may I just pass to 8 : “ Con- 
ditions of carriage ”? I think I mentioned that one 
of the witnesses we wanted to call was Mr. Hunt, for 
the London and North-Western Railway, and he is 
going to produce standard forms of consignment notes 
and conditions and put them in. You will observe 
that the next page of this document deals with a 
series of different classes of traffic — general mer- 
chandise and live-stock — that is the normal company’s 
risk rate. Our proposal is this : “ The railway com- 
panies further propose, with regard to general mer- 
chandise and live-stock, that unless a company is 
requested in writing to convey at owner’s risk the 
contract shall in all cases be at company’s risk, and 
subject to the company’s risk standard conditions. If 
a company is requested in writing to convey at 
owner’s risk the standard owner’s risk conditions shall 
apply.” 

Chairman : Rut that is not to be general ; it is cut 
away in the next paragraph. 

6865. Sir John Simon: Yes, quite right. — Of 

course, that is a variation from what we have pre- 
viously submitted to the tribunal. We have sug- 
gested previously that the Courts of Common Law 
should still retain the jurisdiction over the question 
of reasonableness of railway conditions. The view 
was expressed — by the traders, as far as I remember, 
but it certainly was expressed — that that would be a 
proper thing for the new tribunal to undertake, and 
on further consideration our feeling was that if that 
is the view of the traders we should be willing to 
assent to it, and do away with the need for a signed 
contract at all, because directly a consignor gave you 
goods to carry they would necessarily go on the 
standard form. The only thing that would be neces- 
sary would be for him to say whether he wanted it 
company’s risk or owner’s risk, and therefore it was 
proposed to deal with it in the way that Sir John 
Simon read out. You must provide for that. 

6866. I think the words above that at the top of 
page 4 are so important that I ought to read them. 
We have heard what the traders say about the hard- 
ship of attaching conditions, and we are quite pre- 
pared to suggest this : “ On the question of conditions 
of carriage generally the railway companies are 
willing to agree to an alteration of the existing law 
relating Jo the attachment of conditions to a contract 
of carriage. They propose that the new Act should 
lay down standard conditions for the carriage of 
goods, etc., subject only to variation by the tribunal 
with a right of appeal from the tribunal to the 
Railway and Canal Commission.” The result of which 
would be, of course, that the question of reasonable- 
ness or unreasonableness would not, generally speak- 
ing, arise, because the conditions would be standard 
conditions, and no doubt the rates would be fixed 
having regard to those standard conditions. That is 
what I mean when I say that the standard form of 
consignment notes we have got prepared and propose 
to put Jn by Mr. Hunt. 



6867. Mr. Acworth : Would that mean an appeal 
in any case from the tribunal to the Railway Com- 
mission supposing it was a decision that was largely 
a question of fact as to whether a particular article 
was or was not damageable? — No. The idea is the 
variation of the standard conditions, but these would 
be solemnly decided by a tribunal, by this tribunal, 
we hope, and then they should not be varied without 
very careful consideration, and if they were varied 
there should be an opportunity of appeal, because it 
is fixing the contract of carriage all over the kingdom 
for all consignments, but not an appeal in a particular 
case; that is not the meaning of that. 

6868. I understand you. It is only a variation of 
the standard conditions as laid down by Parliament? 
—Yes. 

6869. Sir John Simon : That is what we meant. We 
thought there would be standard conditions fixed. 
The time may come when someone will want to add 
a new condition that seems to be a very important 
thing, for it will affect every trader in the country. 
Then, with regard to dangerous goods, you see what 
we have set out: “The railway companies do not 
accept any obligation to carry dangerous goods. If 
they accept such goods for carriage, then, unless a 
company is requested in writing to convey at com- 
pany’s risk, the contract shall in all cases be at 
owner’s risk.” You observe that is reversing what 
we suggest is the right principle in connection with 
general merchandise : “ and subject to the standard 
owner’s risk conditions applicable to the particular 
class of dangerous goods. If a company is requested 
in writing to convey at company’s risk the 
standard company’s risk conditions applicable 
to the particular class of dangerous goods 
shall apply.” I may point out there — Sir Alexander 
Butterworth will correct me if I am wrong — that my 
understanding is that the railway companies are not 
prepared to agree to a qualification of the present 
position, which gives the railway company some dis- 
cretion in determining what are dangerous goods and 
what are not? — I forget exactly how that was left. 
We handed in, of course, our written views on that. 

Sir John Simon : The importance of the next thing 
is very much greater than the space it takes to print. 

Mr. J epson : With regard to the paragraph as to 
damageable goods not properly protected by packing, 
ought not the railway companies to consider whether 
certain articles of a damageable nature which it was 
not practicable to pack should be carried by the 
railway companies under conditions which they would 
lay down ? We had one or two witnesses last week 
who made a very great grievance of it. They said, 
“ These are damageable goods; the company will not 
take them except at owner’s risk. We cannot afford 
to pack them, or it is not practicable to pack them, 
and they are constantly -being broken,” and it was 
suggested that the railway companies should consider 
whether they could not provide in those cases some 
regulations under which they might be carried at the 
company’s risk. 

Sir John Simon: I am afraid.it is a thing I did 
not know about. 

Mr. Jepson: No, it was last week when you were 
not here. 

Sir John Simon : I was not here personally. I am 
sorry I am afraid I have not read it; I ought to 
have done. 

Mr. Jepson: Such things as guttering for houses, 
and drain pipes, rain-water pipes, and all those sort 
of things, and ranges, grates and castings. 

Sir John Simon: I do not know about it, I am 
afraid. 

Mr. Acworth : I take it it is clear under what you 
read here that the company is the sole judge as to 
whether articles are in fact damageable; they can put 
anything into the class they choose. 

Sir John Simon: Has there been on that subject 
much grievance? I did not think there had. I have 
heard of the grievance or criticism, and it is quite 
well-founded in fact that the railway companies claim 
to be the judge as to what goods are dangerous. 

Mr. Acworth: Yes. 

4 L 
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Sir John Simon : Of course there you are concerned 
with other people’s property as well as the property 
in question, and we are not prepared to give way 
about that. Our own view is that that is a right we 
ought still to keep. 

Mr. Acworth: That, of course, you claim as protec- 
tion for the outside public ; that is a different story. 

Sir John Simon : That I quite agree is a different 
matter; that is Section 105 of the Act. I think we 
do claim that, Sir. 

Mr. Acworth : Mr. Jepson is calling your attention 
to this: here was the case of a man who said: “ I 
have got a stove worth a couple of sovereigns. Either 
I must send it at owner’s risk, and if it is damaged 
I have to pay, or on the other hand, I must add 50 
per cent, to its cost -by packing it in a packing case.” 

Chairman : I think he said 100 per cent. ; I think 
he said the package would cost a couple of pounds. 

Sir John Simon : I do not feel it is a matter that I 
ought as counsel to deal with, but it is obvious one 
can make comments on that. 

Mr. Acworth : That point appears to have been left 
out. 

6870. Sir John Simon : I am afraid it has. This 
document has been through a good many revises, and 
therefore its origin was before last week. I am very 
sorry; it ought to have been done. Might we just 
pass to terminals, at any rate for the moment because 
it is very important to deal with it as the nest para- 
graph? It is quite shortly stated, but it is enor- 
mously important. The proposal is this, and we should 
seek that you would definitely recommend this in your 
report, that the scales and tariffs would be in the 
form of inclusive station to station rates, that is to 
say, inclusive of conveyance and terminals but exclu- 
sive of cartage. In each case they set out clearly the 
amount of the terminals under two headings, and you 
will observe these headings are, in point of nomen- 
clature, new. The first is “ Terminal accommodation, 
etc., at station or siding ” — the meaning is “ Whether 
it is at a station or whether it is at a siding ” — and 
the second is “ Service terminals (if any).” Do I 
understand rightly, Sir Alexander, that if you looked 
in the book where these things are set out, in the 
Rates and Charges Order as you might say, you 
would get the terminal accommodation in one column, 
you would get the service terminals in an adjoining 
column, and those two together with the conveyance 
rate would be added up in a total in the last column? 
— Yes, In point of fact I expect the form which 
would be found most convenient would be the setting 
out of actual scales, so much for one mile, or two miles, 
three miles and four miles, instead of the basis of the 
scales. 

6871. So as to have your ready reckoner? — So as 
to have your ready reckoning done. It would make 
the document much more cumbrous to continue the 
columns all the way down, and I should think the 
figures of those terminals would be put either at the 
top or the bottom, and you would read them in your 
mind against everything. 

Chairman : Will no distinction be drawn between 
the charge for loading and unloading, and covering 
and uncovering, and so on? 

6872. Sir John Simon : Our proposal was not, is 
not that so? — Well, I had better not guess it; I am 
afraid I must leave that to other witnesses ; I am not 
quite sure about it. 

6873. What follows is: “The railway companies 

propose that the accommodation ” ? — Loading and 

unloading are the same, and covering and uncovering 
the same, but they are at present separated. 

6874. Yes. “ The railway companies propose that 
the accommodation and services provided in connec- 
tion with delivery to, or collection from, a private 
siding shall, unless otherwise agreed, be deemed equal 
to the accommodation and services provided at a 
terminal station.” As I follow, that is a prima facie 
rule? — Yes, that is the idea. 

6875. “ But that where traffic carried at a standard 
scale or tariff rate is delivered or collected at a 
private siding, it shall be open to the trader at the 
private siding or to the railway company to complain 



to the tribunal that the sum included in the rate 
for terminals is in the special circumstances of the 
particular case either too large or too small, as the 
case may be, and the tribunal may award such rebate 
or additional payment as it thinks fit.” — Yes. 

Chairman : I remember the evidence that was given 
about this. 

Sir John Simon: I can give, you the reference, if 
you like. 

Chairman : It has since transpired, while you were 
not here, that in Scotland it is habitually put into 
the agreements that the siding shall be treated as 
being a station of the railway company, which pre- 
sumably would bring about the same effect as is 
suggested here. 

Sir J ohn Simon : That is so. 

Mr. Abady : Would you say, Sir John,, whether the 
first sentence of the last paragraph is applicable to 
colliery sidings, because I understand Sir Alexander 
Butterworth, in his examination, said that that was 
not so. This proposal was foreshadowed by Sir 
Alexander. I do not want to trouble you now, Sir 
John. 

Mr. J epson : I think we understood that this was 
not to apply to heavy mineral traffic at all; it was 
really the general merchandise. 

6876. Sir John Simon: That is quite right, is it 
not? — Yes. 

Sir J ohn Simon : I think it would be desirable to 
put that in; I quite agree. 

Chairman : Not to apply to A and B traffic. 

6877. Sir John Simon: Is that right? — I am not 
quite sure that it is. 

Mr. J epson : It certainly takes all A traffic ; I am 
not sure about the B traffic. 

6878. Sir Walter Berry: Coal? — No, coal would be 
out. Perhaps you might let us answer that to- 
morrow. It was the ordinary merchandise that we 
had in mind in drafting this, of course. 

Sir J ohn Simon : Of course, that is a most con- 
troversial subject, and we have given a lot of evi- 
dence about it, but that is our view as to what 
might be done. There is a loophole through which 
it might escape, but we want it established that for 
the purposes of charge the two things are the same. 

Mr. J epson : We might say it is very common in 
England, where a station rate is made, that there 
is an allowance for handling where the people do 
the handling. 

6879. Sir John Simon: In “ disintegration ” there 
is nothing new; we made it plain at an early stage? 
— Yes. 

6880. Our own view is that whatever exceptional 
exceptional rates are left they ought to be lump sum 
things ? — Yes. 

6881. And there would be no question, therefore, 
of disintegration there at all? — That is so. 

Mr. Acworth : What you do there is, you say you 
do all that the law requires in respect of all ordinary 
rates, and you ask that the law shall cease to apply 
to exceptional rates ? 

Sir J ohn Simon : That is right. 

Mr. Acworth : You have done all the disintegration 
by your proposal. 

6882. Sir John Simon: Yes, we have done it 
already. Then we have made a list of the different 
statutory provisions which in our submission, as 
part and parcel of this scheme, would require either 
to be repealed or to be altered. There are one or two 
things which we would like to suggest, which are 
not absolutely involved in these proposals, but we 
have got them down; I have seen a list of them 
already. You have not yourself got that list? — No, 
I have not. 

Sir J ohn Simon : In the Act_ of 1830 there is a 
provision and in some of the other Statutes, and 
there is necessarily a provision in the Rates and 
Charges Order, which will have to be altered. We 
have made a list of those, and I think it is complete. 
Now I have gone through that, and I hope I have 
not occupied too long about it, because I wanted 
to show you what it was which we submitted should 
be included in your Report. 
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Chairman : Does this constitute the whole of the 
companies’ proposals with regard to this Inquiry? 
Sir John Simon: With regard to the first stage. 
Chairman : As regards the Inquiry which we are 
now holding? 

6883. Sir John Simon: I think so. I have got a 
list of some fohr or five things which we have con- 
sidered as things which might have been dealt with. 
AVe have quite deliberately on consideration -thought 
that it was not in our view the moment at which 
they would be dealt with, but there is this distinc- 
tion, which I wanted to get now, and I think Sir 
Alexander can do it. I wanted you to indicate if 
you could, going through this simply by headings, 
which ^ of these things in our submission should 
actually find their places in the Act of Parliament, 
and which of these things, though they would no 
doubt form part of the Inquiry, would necessarily be 
matters of statutory enactment ?— The way we looked 
at it,, and the way it shaped itself in our minds 
was this, that there would be two classes of subjects 
dealt with in the Act actually appearing in the Act, 
and some that would not, and so you would get 
three, classes. By that I mean this : there would-be 
certain things that would be enacted in the Act and 
would become immediately operative; there would be 
others that would be set out in the Act, but would 
become operative at a future date ; other things, it 
seemed to us, would have to stand over to be dealt 
with when we deposited our schedules, and would 
appear in those. As regards the particular piece of 
paper we are all looking at, our idea was that No. 1 
would certainly form part of the Government Bill, 
just as it forms part of the Transport Act in America, 
and also, of course, No. 2, the maximum rates. 

6884. May I just read the list, because it will save 
time, and it will get on the Notes in a concrete form. 
Am I right in thinking that these matters in our 
view form part of the actual proposals for immediate 
legislation? — I follow what you mean. 

6885. I will just give you some : the principle of 
fixing rates for the future?— Yes. 

6886. The variation of rates? — Yes. 

6887. The constitution of the proposed new tribunal 
and its functions? — Yes. 

6888. The suspension and ultimate abolition of the 
existing maximum rates? — Yes. 

6889. There will be some changes in connection with 
the Railway and Canal Commission, for instance, its 
appellate jurisdiction in certain cases? — Yes, in con- 
nection with the tribunal that will be so. 

6890. The owner's risk and company’s risk condi- 
tions all the standard conditions ? — AYe thought that 
should come into the Act, yes. 

6891. The provisions which we have just had about 
terminals and disintegration of rates? — Yes — well, be 
in the Act, but, of course, could not become com- 
pletely operative until the appointed day, because 
they turn on the tariffs. They would not come into 
operation until the appointed day, but there would 
be provisions in the Act with regard to them. 

6892. And, of course, a series of proposed amend- 
ments in the law?— Yes. Those are referred to in 
paragraph 11. I was not proposing to deal with 
those; they are minor ones. 

6893. Now there are some other things in this 
document, which you put forward, but they are not 
necessarily things that would appear in the Act of 
Parliament as such; is not that so? — Surely it was 
part of our proposal that the obligation to submit 
the schedules should come into the Act? 

6894. Certainly I should think so ? — I do not think 
you mentioned that. 

6895. I included that really when I spoke first of 
fixing rates for the future ? — I beg your pardon, yes. 
Of course, those two are really separate things, ' be- 
cause the one is an obligation on us to do a certain 
act — deposit certain documents — and in the other, of 
course, we do ask Parliament to lay down a principle 
that would be binding not only upon us but upon 
the rate-fixing tribunal. 

6896. Mr. Jepson: Do you not suggest, with regard 
to the provisions such as are contained on page 3, 



that the rates proposed or submitted by the railway 
companies shall be on the station to station basis, 
and that they shall be disintegrated as shown, that 
those shall be statutory provisions? — On page 2? 

6897. On page 3 and page 5. 

6898. Sir John Simon: I think so? — AYe contem- 
plated that if the Committee thought our scheme 
was a right one to work to they would, if they saw 
their way to do so, lay down the lines on which the 
schedule should be deposited. AYe have discussed so 
many things, and it would seem a pity to throw away 
the time expended in discussing them, and if the 
Committee has come to a conclusion with regard to 
them we thought you would probably lay those down 
as lines, to which we must conform in depositing our 
schedules. 

6899. Now I have said already that we have got 
Mr. Hunt, who has studied the forms, and Mr. 
Marriott, the Goods Manager of the Lancashire and 
Yorkshire, and Mr. AVedgwood — Mr. AVedgwood more 
particularly on paragraphs 5 and 6, and Mr. 
Marriott, I think, more particularly on paragraphs 
9 and 10? — Yes. 

6900. Is there anything that you have got to add 
beyond that? — No. 

Mr. J epson : There is one point that occurs to me 
that I should like to ask you. Of course, it is pro- 
vided here that the railway companies submit the 
classification and these scales and tariffs. Of course, 
one quite appreciates you cannot submit a scale of 
rates or a tariff without you have a classification 
appended to it, because they must go together; but 
it has been suggested that the next stage of our 
Inquiry should be classification. If we go on with 
classification and we decide certain points, even to 
the point of recommending to the Ministry of Trans- 
port the adoption of the revised classification, that 
would be the revised classification upon which the 
railway companies would prepare their proposed re- 
vised scales and tariffs? 

Sir J ohn Simon : Certainly. 

Sir Walter Berry : I understand under 5 you do 
not propose that we should have anything 'to do with 
classification. 

Witness: Might I ask whether Mr. Jepson, when 
he speaks of classification, has in mind what we have 
spoken of as the eight classes or the manifold, 
possibly 30, classes? It seems to me that the 
answer may be different, according to which you 
mean ? 

6901. Mr. Jepson: I meant the enlarged classifica- 
tion — the application of certain additional classes, 
so as to provide for those exceptional rates? — You 
mean for the tariffs? 

6902. Yes?— I would rather you put that to Mr. 
AYedgwood. I cannot help thinking when you get 
to the tariffs the classification is so mixed up with 
the quantum that it is difficult to deal with them 
separately. Of course, it is a goods manager’s ques- 
tion. The classification, apart from the tariff, would 
be, I think, a different thing probably. 

6903. Mr. Acworth: Before you leave the chair 
let me ask you one thing : the proposal is that the 
rates should be such as to give an average 5 per 
cent, all round?— Yes, on the capital up to date. 

6904. It is said to be under efficient and economical 
man agement ? — Yes . 

6905. Assume, for the sake of argument, the ex- 
treme improbability that there is a management that 
is now inefficient and uneconomical, as it goes at 
present its net revenue will have to be provided on 
the 5 pei cent, scale, will it not ? — You mean you 
are bound to act on the assumption that it is 
sufficient ? 

6906. Yes? — It is a little difficult to get away from 
it in the absence of very strong attacks from our 
friends on the other side of the room. 

6907. You are bound to go on that assumption. 
Assume that the assumption was wrong in the in- 
dividual case, and the management became 
economical, there would be a larger amount of net 
revenue P — Yes. 
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6908. How does it goP — You are speaking, of 
course, with reference to a particular company or 
group — I see what you mean. If everything worked 
out as anticipated it would mean that the net revenue 
of that group would be bigger than was anticipated. 

6909. If you will forgive me making such an 
assumption, if it were the North Eastern the indi- 
vidual company would get the whole benefit? — It 
would until our traders were alive to the fact that we 
were getting more of the plunder than we were 
entitled to and came to reduce our rates ; I think that 
is how it would work. 

6910. Am I wrong in thinking that those words 
“ under efficient and economical management ” are 
really otiose and mean nothing? — No, I do not think 
so. It would be an obvious flaw in the formula to 
omit them. 

6911. Chairman : I think they are important from 

this point of view : supposing a railway company 
became careless and said: “I have a right to go 

back to the tribunal and lay my case before them 
and get my rates put up because I am not earning 
the proper rate,” the answer of the traders to that 
company might be: “That is because you are not 



trying to conduct your business properly”? — 
Absolutely. 

6912. Mr. Acworth : Then I should modify my 
statement in this way, that in reference to the past 
or present they are otiose, but in reference to the 
future they might have application? — I think you 
ought to put that question to the traders, becajise 
it may be that some of them are going to attack 
us and say that our management to-day is extrava- 
gant — I do not know; but in the absence of that I 
think it does mean for the time being we are doing 
as well as we could. You quite understand that 5 
per cent, is merely as a means of obtaining an 
aggregate figure ? 

Mr. Acworth : Yes, I quite follow. 

Chairman : Do the representatives of the traders 
wish to ask Sir Alexander Butterworth any questions? 

Mr. Clements : It is a little difficult to say at the 
moment. 

6913. Chairman : Very well, if any trader desires 
to question Sir Alexander on any points he will ‘let 
us know and we will give you, Sir Alexander, notice, 
and you will be good enough to come back? — Yes. 



( Witness withdrew.) 

(. Adjourrned till to-morrow at 11 o'clock.) 
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W.P. 
Table 4. 



Government Securities. 

From Stock Exchange Daily Official List — British Funds Section. 



Name. 


Rate per cent, 
on 

Nominal Amount. 


Middle Price, 
30th Septem- 
ber, 1920. 


Yield per cent, 
on 

Market Price. 


24 per cent. Consols, Redeemable 1923 ... 


24 


46 


£ s. d. £ s. d. 
5 8 8 


2f „ Annuities, ., 1905 


2f 


464 


5 18 3 


2* „ „ 1905 


24 


43 


5 16 3 


44 ,, War Loan, 1925-45 


44 


78 


5 15 5 


5 „ „ 1929-47 


5 


84? 


5 18 0 


4 „ „ 1929-42 (free of tax) 

Tax ... 

4 per cent. Funding Loan, 1960-90 

4 „ Victory Bonds (repayable at par, annual drawings 


4 % free of tax 
=5'71 % gross 
(at 6/-) 

4 


944 

674 x.d. 


4 4 8 
1 16 2 

6 0 10 
5 18 6 


4 


744 


5 7 5* 


commencing 1st September, 1920). 
National War Bonds, 5 per cent. : — 








1st series (repayable 1st October, 1922, @ 102 per cent.) ... 


5 


96i 


5 3 4* 


„ „ „ 1924, „ 103 


5 


954 


5 4 8* 


„ „ „ 1927, „ 105 „ 


5 


• 95 


5 5 3* 


(All other series yield over 5 per cent, except the 4 per 
cent. Issues, which, however, are paid free of tax.) 








Local Loans Stock (Redeemable 1912) 


3 


52 


5 15 6 


Average Yield on Market Price 






5 12 8 



* Exclusive of Premiums on Redemption. 
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Corporation and County Stocks. 



' Name. 


Rate per cent, 
per annum 
on Nominal Amount. 


Middle Price. 
30th September, 
1920, 


Yield per Gent. 

per annum 
on Market Price. 


London County Council — 

21 per cent. Consolidated Stock, 1920 


31 


43 


£ s. d. 
5 16 3 


3 per cent. Consolidated Stock, 1920 


3 


51 


5 17 8 


34 per cent. Consolidated Stock, 1929 


31 


594 


5 17 8 


Corporation of London — 

34 per cent. Stock, 1905-65 ... 


34 


67 


5 4 6 


Birmingham Corporation — - 




59 


5 18 8 


34 per cent. Stock, 1946 


34 


3 per cent. Stock, 1947 


3 


494 


6 1 3 


24 per cent. Stock, 1926 


24 


414 


6 0 6 


Cardiff Corporation — 




69 




34 per cent. Redeemable Stock, 1935 


34 


5 15 


3 per cent. Redeemable Stock, 1914—54 


3 


514 


5 16 6- 


Liverpool Corporation — 


34 


581 


5. 19 8 


31 per cent. Stock 


3 per cent. Stock, 1942 ... ... ... 


3 


50 


6 0 0 


24 per cent. Redeemable Stock, 1923 


24 


42 


5 19 0 


Reading Corporation — 




584 


5 19 8 


34 per cent. Stock 


34 


3 per cent. Stock, 1962 ... ... ... 


3 


494 


6 13 


Average Yield on Market Price 




... 


£5 16 9 



Railway Prices, Dividends and Returns in respect op the Year 1913 and Present Time. 



Name of Security. 


Market Prices. 


Rate of 
Interest or 
Dividend. 


Rate of Yield on Market 
Price. 


1913. 


29th Septem- 
ber, 1920. 


B. 


L. 


— 


1913. 


1919. 


On 1913 
Mean Price. 


On 29 Septem- 
ber, 1920, Price. 


London & North Western Railway— 












£ 


s. 


d. 


£ 


s. 


d. 


3 per cent. Perpetual Debenture Stock 


81# 


76 


51 


3 


3 


3 


16 


1 


5 


17 


9 


Consolidated Preference Stock 


1034 


97# 


59 


4 


4 


3 


19 


6 


6 


15 


9 


Consolidated Ordinary Stock 


1364 


1251 


784 


7 


74 


5 


6 


11 


9 


ii 


0 


Great Western Railway — 
























4 per cent. Debenture Stock ... 


107 


100 


67 


4 


4 


3 


17 


4 


6 


i 


3 


Consolidated Preference Stock 


129# 


1184 


72 


5 


5 


4 


0 


7 


6 


19 


0 


Consolidated Ordinary Stock 


1191 


112 


77 


64 


74 


5 


7 


10 


9 


8 


6 


London & South Western Railway— 
























3 per cent. Consolidated Debenture Stock ... 


784- 


74# 


49 


3 


3 


3 


18 


3 


6 


2 


6 


4 per cent. Consolidated Preference Stock ... 


102# 


95# 


56 


4 


4 


4 


0 


8 


7 


3 


0 


Consolidated Ordinary Stock (unconverted) 


1244 


111# 


63 


J 8 


6 


4 


19 


9 


9 


10 


6 


North Eastern Railway — 
























3 per cent. Debenture Stock 


784 


73# 


49 


3 


3 


3 


18 


9 


6 


2 


6 


4 per cent. Preference Stock 


1034 


96# 


58 


4, 


4 


3 


19 


11 


6 


18 


0 


Consolidated Ordinary Stock 


1231 


1164 


79 


7 


74 


5 


16 


6 


9 


10 


0 


Caledonian Railway — 
























4 per cent. Debenture Stock ... 


105 


99 


64 


4 


4 


3 


18 


5 


6 


5 


0 


4 per cent. Consolidated Preference Stock 


100# 


924 


55 


4 


4 


4 


2 


10 


7 


5 


6 


No. 1. 
























Ordinary Stock ... ... ... ... 


794 


704 


39 


34 


3# 


4 


13 


6 


9 


12 


6 


London Brighton & South Coast Railway 
























44 Perpetual Debenture Stock 


1154 


1094 


71 


44 


44 


4 


0 


1 


6 


6 


9 


5 per cent. Consolidated Preference Stock ... 


126# 


1164 


68 


5 


5 


4 


2 


3 


7 


7 


3 


Ordinary Stock 


108# 


101 


54 


54 


54 


5 


0 


4 


9 


14 


6 


Midland Railway — 
























24 per cent. Debenture Stock 


664 


624 


411 


24 


24 


3 


17 


8 


6 


0 


0 


24 per cent. Consolidated Perpetual Pre- 


64# 


59 


36 


24 


24 


4 


1 


1 


6 


19 


0 


ference Stock. 






„ • 


















Deferred Converted Ordinary Stock 


77# 


694 


514 


44 


41 


5 


16 


2 


9 


4 


6 



Average Yield on Market Prices op the above Seven Companies: — 



Debenture Stock ...» 
Preference Stock . . . 
Ordinary Stock 



1913. 

£3 18 1 per cent. ... 
£4 1 0 
£5 5 10 „ 



1920. 

£6 2 3 per cent. 
£7 11 „ 

£9 10 3 ,, 
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GENERAL REVISION OF RAILWAY RATES AND CHARGES. 



Handed in by Sir John Simon. 



REVISION OP RAILWAY RATES. 



11.10.20 



Proposal op the Railway Companies for Submission to the Rates Advisory Committee, 

12th October, 1920. 



1. Basis of Bates. 

The railway companies ask for statutory recognition 
of the principle that railway charges should be such 
as will, under efficient and economical management, 
earn a net annual railway income sufficient to yield a 
fair return upon the capital employed, and they con- 
sider that, taking the railways as a whole, such 
return should be fixed at 5 per cent, on the aggregate 
existing capital expenditure as shown in the published 
accounts of the companies, together with such higher 
rate upon any new capital which may have to be ex- 
pended in the future as may be necessary to be paid 
in order to raise the new capital. 

Some means must be taken to secure that the same 
principle is given effect to in regard to the finances of 
each of the groups or other units into which the rail- 
way system may be divided, regard being had to the 
pre-war financial condition of the unit individually 
and its prospective development. (Harbours, Docks, 
and Piers Act, 1920.) 

The railway companies realise that these proposals 
do not solve the difficulties attaching to the position 
of individual companies or groups of companies. 
These can only be dealt with satisfactorily in con- 
junction with the discussion of the proposals put 
forward by the Ministry of Transport with reference 
to the future of railways. 

2. Maximum Bates. 

The railway companies ask that, until the new 
rates schedules have been fixed and brought into 
operation as hereinafter suggested, all existing 
maximum rates be suspended, and that from the date 
when those schedules come into force they be 
abolished. 

3. Variation of Bates. 

The railway companies’ proposals are outlined on 
page 31 of the Minutes of the 15th day .(17th June, 
1920). They adhere to these proposals subject to this 
— that as the rates to be substituted for the existing 
maxima will not be fixed in the present inquiry, but 
in the inquiry outlined in paragraph 5 of this 
Memorandum, some interim machinery will be 
required to deal with necessary variations of rates 
between 15th August, 1921, and the “ appointed 
day ” as defined below. 

4. Tribunal. 

The railway companies’ views as to the constitution 
and functions of, and appeals from, any new tribunal 
are outlined on page 31 of the Minutes of the 15th 
day (17th June, 1920). 

5. Scales and Tariffs. 

The railways companies will be prepared to submit 
draft schedules of scales and tariffs together with 
a draft revised classification and general conditions, 
at a date to be fixed. They propose that these 
schedules shall then form the subject of inquiry 
before the new tribunal, who shall finally fix the 
scales and tariffs, with classification and general con- 
ditions, for adoption as from an “ appointed day ” 
to be fixed by the tribunal. 

The railway companies propose that the obligation 
to submit such schedules shall be included as a pro- 
vision in the new Transport Act, and that the date 
to be fixed for their submission shall also be fixed 
in that Act; they further propose that the new 
Transport Act should provide that if the “ appointed 
day ” is after the 15th day of February, 1923, the 
rates in force immediately prior to that date shall 
continue till the “ appointed day,” and the provi- 
sions referred ,to in this Memorandum relating to 
the future variation of rates shall apply to such 
rates. 



The schedules will be prepared with the aim of 
securing the maximum of simplicity and uniformity 
in the practice and charges of .the various companies, 
and also of encouraging the consignment of traffic 
in quantities which will lead to the economical use 
of rolling stock. The rates will, as far as possible, be 
chargeable on the basis of the actual weight carried. 

It is essential that the schedules as finally fixed 
shall conform to the. principle laid down in para- 
graph 1 of these proposals. 

6. Exceptional Bates. (See Questions 214-216.) 

The railway companies propose that the investiga- 
tion of exceptional rates shall be undertaken subse- 
quent to the submission of the schedules of scales and 
tariffs, and as part of the inquiry into these to be 
held by the new tribunal. They suggest that it 
should be a provision in the new Act that all excep- 
tional rates not specifically continued as indicated in 
the next paragraph shall lapse as from the 
“ appointed day.” 

The “ appointed day ” should*be so fixed as to allow 
time for those traders interested in exceptionally low 
rates to confer with the railway companies, and, if 
possible, come to an agreement with them as to the 
rates to be charged, and, failing agreement, it should 
be open to any trader at any time before the 
“ appointed day ” to apply to the tribunal for a con- 
tinuance of the existing rates or some other rates 
below the standard scale or tariff applicable to the 
traffic in question. 

7. Cartage. 

The rates included in the schedules will be prepared 
on a station to station basis, exclusive of cartage 
(except in Scotland), subject as regards traffic at pre- 
sent included in Classes 1 to 5 to the following 
conditions : — 

(1) A trader to be free to arrange for the cartage 

of the whole of his traffic at any station, 
subject to the right of the railway company 
to deliver any traffic which the trader may 
fail to cart within a reasonable time. 

(2) A railway company to be free to cart traffic 

at any station unless advised beforehand 
by the trader that he desires to cart the 
whole of his traffic at' such station. 

(3) A railway company to be free to make from 

time to time such reasonable charges for 
cartage as may be considered necessary, the 
charges so fixed being published at the 
stations. 

8. Conditions of Carriage. 

The railway companies’ proposals as to owner’s risk 
and company’s risk have already been submitted to 
the Committee (see page 31 of the Minutes of the 15th 
day (17th June, 1920) ). 

On the question of conditions of carriage generally 
the railway companies are willing to agree to an 
alteration of the existing law relating to the attach- 
ment of conditions to a contract of carriage. 

They propose that the new Act should lay down 
standard conditions for the carriage of goods, etc., 
subject only to variation by the tribunal with a 
right of appeal from the. tribunal to the Railway and 
Canal Commission. 

General Merchandise and Live Stock. 

The railway companies further propose, with regard 
to general merchandise and live stock, that unless 
a company is requested in writing to convey at 
owner’s risk the contract shall in all cases be at 
company’s risk, and subject to the company’s risk 
standard conditions. If a company is requested in 
writing to convey at owner’s risk the standard 
owner’s risk conditions shall apply. 
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Damageable Goods not Properly Protected by 
Packing. 

The railway companies do not accept any obligation 
to carry damageable goods not properly protected 
by packing. If they accept such goods for carriage 
the goods shall in all cases be carried subject to the 
standard conditions for the conveyance of “ damage- 
able goods not properly protected by packing.” 

The companies are prepared to submit their pro- 
posed standard conditions for merchandise (company’s 
risk and owner’s risk), live stock and damageable 
goods. 

Dangerous Goods. 

The railway companies do not accept any obliga- 
tion to carry dangerous goods. If they accept such 
goods for carriage, then, unless a company is 
requested in writing to convey at company’s risk, 
the contract shall in all cases be at owner’s risk, 
and subject to the standard owner’s risk conditions 
applicable to the particular class of dangerous goods. 
If a company is requested in writing to convey at 
company’s risk the standard company’s risk con- 
ditions applicable to the particular class of dangerous 
goods shall apply. 

9. Terminals. 

The scales and tariffs to he submitted will be in 
the form of inclusive S. to S. rates, i.e., inclusive 
of conveyance and terminals, but exclusive of 
cartage. In each case, however, they will set out 
clearly the amount of the terminals included in the 
rate. These will be given under two headings — 

(1) Terminal accommodation, etc., at station or 

siding. 

(2) Service terminals (if any). 



The railway companies propose that the accom- 
modation and services provided in connection with 
delivery to, or collection from, a private siding shall, 
unless otherwise agreed, be deemed equal to the 
accommodation and services provided at a' terminal 
station; but that where traffic carried at a standard 
scale or tariff rate is delivered or collected at a private 
siding, it shall he open to the trader at the private 
siding or to the railway company to complain to the 
tribunal that the sum included in the rate for ter- 
minals is in the special circumstances of the particular 
case either too large or too small, as the case may he, 
and the tribunal may award such rebate or additional 
payment as it thinks fit. 

10. Disintegration. 

Subject to the publication of the amounts included 
for “ Terminal Accommodation ” and “ Service 
Terminals ” as set out in the preceding paragraph, 
the railway companies propose that the existing 
statutory provisions relating to disintegration of 
rates should be repealed. Exceptional rates continued 
.as a result of the inquiry referred to in paragraph 6, 
or subsequently quoted, at figures below the scales or 
tariffs will be in all cases lump sum figures, not 
subject to disintegration or rebate. 

11. Amendments in the Law. 

In addition to the alterations in the law neces- 
sarily following upon the above proposals, the railway 
companies will propose certain other amendments in 
the law, a list of which will he furnished at a later 
stage. 



